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Office of the City Manager

October 11, 2002

To The Honorable Council
City of Norfolk, Virginia

To the Honorable City Council and Citizens of the City of Norfolk:

The Comprehensive Annual Financial Report (CAFR) of the City of Norfolk (the City)
for the fiscal year ended June 30, 2002 is hereby submitted. State law and local charter
requirements require the City publish at the close of each fiscal year a complete set of
financial statements presented in conformity with general accepted accounting principles
(GAAP) and audited in accordance with generally accepted auditing standards by a firm

of licensed certified public accountants.

This report consists of management’s representations concerning the finances of the
City. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable
basis for making these representations, management of the City has established a
comprehensive internal control framework that is designed both to protect the
government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for preparation of the City’s financial statements in conformity with GAAP.
Because the cost of internal controls should not outweigh their benefits, the City’s
comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief,

this financial report is complete and reliable in all material respects.

1101 City Hall Building, 810 Union Street ® Norfolk, Virginia 23510
(757) 664-4242 e Fax: (757) 664-4239
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The City’s financial statements have been audited by Cherry, Bekaert & Holland,
L.L.P., afirm of licensed certified public accountants. The god of the independent audit
was to provide reasonable assurance that the financia statements of the City for the
fiscal year ended June 30, 2002, are free of material misstatement. The independent
audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overal financial
statement presentation. The independent auditors concluded, based upon the audit, that
there was a reasonable basis for rendering an unqualified opinion that the City’s
financia statements for the fiscal year ended June 30, 2002, are fairly presented in
conformity with GAAP. The independent auditors report is presented as the first

component of the financial section of this report.

The independent audit of the financia statements of the City was part of a broader,
federally mandated “ Single Audit” designed to meet the special needs of federa grantor
agencies. The standards governing Single Audit engagements require the independent
auditor to report not only on the fair presentation of the financial statements, but also on
the audited government’s internal controls and compliance with lega requirements,
with specid emphasis on interna controls and legal requirements involving the
administration of federal awards. These reports are available in the Other Reports of
Independent Auditor’s section of the CAFR.

GAAP require that management provide a narrative introduction, overview, and
analysis to accompany the basic financia statements in the form of Management’s
Discusson and Andysis (MD&A). This letter of transmitta is designed to
complement MD& A and should be read in conjunction with it. The City’sMD&A can
be found immediately following the report of the independent auditors.
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PROFILE OF THE CITY

The City Council elects a Mayor and Vice Mayor from among its members. Among the
City officias appointed by the City Council is the City Manager, the administrative head
of the municipal government. The City Manager carries out policies of the City Council,
directs business procedures, and appoints, with the power to remove, the heads of
departments and other employees of the City, except those otherwise specifically covered

by statutory provisions.

Citiesin Virginia have jurisdiction over the entire area within their boundaries and operate
independently from a county government since they are located outside boundaries. There
are no overlapping jurisdictions and consequently citizens of a Virginia city are not

subject to overlapping debt or taxation.

. | The City of Norfolk was established as a town in
L -331:\ N i 1682, as a borough in 1736, and incorporated as a city
ﬂ in 1845. The City is the economic, business,

: “;, @ ariovne | educational and cultural center of Southeastern
LY 1 = | Virginia It lies a the motths of the James, Elizabeth
B %ﬁj_a,d ﬁ and Nansemond Rivers and the Chesapeake Bay, and

7 - . < is adjacent to the cities of Chesapeake, Portsmouth,

| 5 r.h”:ﬁ ;.": ... | and Virginia Beach. There are 66 square miles

included in the City's corporate boundary. The City's population is currently estimated to be
234,500.

The City is organized under a Charter, granted by the Genera Assembly of Virginia in
1918, which authorizes a council-manager form of government. The City Council
exercises dl of the governmental powers conferred upon the City and consists of seven
members elected to office under a ward-based system, with two members elected from

city-wide super wards.
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The City provides a full range of services including: police protection, fire and
paramedical services; public health and social services; planning and zoning management;
code enforcement; storm water management; street maintenance; traffic control; parks and
cemeteries operation and maintenance; recreation and library services, solid waste
disposal; genera administrative services, water and wastewater utilities; and parking

facilities.

The City is aso financialy accountable for a legaly separate school district, a legally
separate redevel opment and housing authority, and a legally separate community services
board. Additiona information on these legally separate entities can be found in Note | in
the notes to the financia statements.

The annual budget serves as the foundation for the City’s financial planning and control.
All departments of the City are required to submit requests for appropriation to the City
Manager each year. The City Manager uses these requests as the starting point for
developing a proposed budget. The City Manager then presents this proposed budget to
City Council for review no less than 60 days before the end of the fisca year. The
Council is required to hold public hearings on the proposed budget and to adopt a fina
budget no later than May 31, thirty days before the close of the City’s fiscal year. The
appropriated budget is prepared by fund, function (e.g., public safety), department (e.g.,
police), and mgor category (eg., persona services). The City Manager may make
transfers of appropriations within afund, but revisions that alter the total appropriation by
fund must be approved by City Council. The budget-to-actual comparisons are provided
in this report for each individual fund for which an appropriated annual budget has been
adopted. For the genera fund, this comparison is presented as part of the basic financia
statements for the governmental funds. For governmenta funds, other than the genera
fund, with appropriated annual budgets, this comparison is presented in the governmental
fund section of this report. Also included in the governmenta fund subsection are project-
length budget-to-actual comparisons for major governmental fund for which a project-
length budget has been adopted (i.e., the capital projects fund).
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FACTORSAFFECTING FINANCIAL CONDITION

The information presented in the financia statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the City

operates.

The City continues to maintain its position of fiscal strength, partially attributable to
effective management and the public administration policies of the City Council.
Contributing factors also included self-imposed restraints on expenditures and revenue

enhancement through a diligent economic devel opment program.

The City’ s economic development initiatives and strategies develop and strengthen new or
existing projects focused on the attraction, expanson and retention of businesses,
neighborhood and community revitalization, and commercial corridor development.
These initiatives provide a structure for development and redevelopment in various parts
of the City as well as contribute to the tremendous growth experienced over the last 20

years in business and employment, new residential opportunities, and entertainment.

Downtown Deve opment

Norfolk is the business, financia, cultura and educationa center of the Hampton Roads
region. Downtown Norfolk is the heart of the Hampton Roads region and offers a mix of
cultural attractions and entertainment for citizens and tourists. These attractions include
Nauticus, USS Wisconsin, Harbor Park, MacArthur Center, Harrison Opera House,
Chryder Museum, Marriott Hotel and Conference Center, Tidewater Community College
and Waterside Festival Marketplace.

In March 2002, the City’s mayor unveiled the 2010 Plan that calls for a series of initiatives,
many of which are residential, whereby al of the individua developments are coordinated
with public improvements to create complete environments that extend to public spaces of
Downtown.
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USA Today in May 2001 reported that Norfolk was included in the “Top Ten Booming
Downtowns’ from a study compiled by the Brookings Ingtitute of finds from the U.S.
Census 1990 versus 2000. Downtown Norfolk grew 20.5%, earning a ranking of the
seventh fastest growing downtown for residential growth.

The downtown office market experienced
tremendous growth in the last two years, spurring
new construction to accommodate the growing
market. In addition to the completion of the Crown
“& Center Office Tower in September 2000, the City

& cdebrated the opening of the new 220,000 sguare
foot, 150 Main Street, Office Tower in the spring of
2002. The public/private venture includes a new
835 space public parking facility in downtown.

MacArthur Center, an upscale regiona shopping center anchored by Nordstrom and
Dillard’s, is a super retail center for the region, and continues to generate record numbers in

sdles and over $2 million annudly in real estate taxes for the City.

Complementary to MacArthur Center is the continued success of the Waterside Festival
Marketplace. Waterside, the first redevelopment project on the downtown waterfront in
1983, has enjoyed one of the most successful years to date. The complex has shifted its

emphasis to restaurant and entertainment venues and is currently 100% leased.

The Norfolk Campus of Tidewater Community College |gussies
downtown houses classrooms, faculty offices, conference [
centers, and computer laboratories. This campus offers 11
academic programs and has served over 6,926 full-time
students. To complement our region’s $13.2 hillion retail

market, a new program for Retail Operations in partnership
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with Retall Alliance has been added to the academics program.

The newly renovated Loews Theetre at the Tidewater Community College was renamed the
Jeanne and George Roper Performing Arts Center and adds another arts and cultural
ingtitution to the Norfolk entertainment and theatre district. This digtrict, including the
Harrison Opera House, Chryder Hall, Chryder Museum, WAlIs Thestre, and the NorVa,
strengthens the City’s appedl as the arts and cultural leader in Hampton Roads. In a study
released by H. Blount Hunter in March 2001, “Fiscal Impact of the Arts in Downtown,”
approximately 450,000 patrons visited and spent in excess of $2.5 million in retail and $5.5

million in dining while attending arts events.

Nauticus, The Nationa Maritime Center, a
120,000-sguare-foot,  multi-level maritime
showcase, features hands-on exhibits including
. computer and video interactives, commerce and
& military-related displays, and exotic aquaria. The
| = USS Wisconsin, the last-built and biggest of the
"N World War Il-era battleships, is berthed adjacent

ﬂxy—m }q@ }2;& m to Nauticus as a permanent downtown exhibit.

In 2002, the City invested $2.1 million in its burgeoning cruise ship business with the
expanson of the Nauticus Internationa Pier that has accommodated some of the largest ships
in the world, including the 894" Carnival Triumph and is quickly becoming a mgor East
Coast port-of-call and departure point. Homeport operations have attracted nearly 16,000
passengers, with seven more homeport calls scheduled for October 2002. More than 30
cruise ships are expected to call on Norfolk in 2003.

The City celebrated the completion of the Pier Point Condominiums offering 72 luxury units
selling between $300,000 to $500,000 each.  Asaresult of the revitalization of downtown
and other neighborhoods throughout the City, property vaues in the City have experienced
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their best year since 1991, with assessments growing from $8.5 hillion in fiscal year 2002 to
nearly $8.6 billion projected for fiscal year 2003. Downtown assessments increased to $738

million from $687 million in fisca year 2001, a 7% increase in one year.

Hotel Devel opment

Norfolk led the nation in the first and second quarters of 2002 for occupancy growth. In the
first quarter, Norfolk showed an increase of 9.3% while nationally, hotel occupancy averaged
5.5%. The year-to-date figures released by the Norfolk Convention and Visitors Bureau for
June 2002 showed a 6.3% occupancy growth rate, 36,794 additional room nightsand 11, 211
in additional attractions attendance.

The downtown hotel market offers awide variety of hotel products to accommodate business
travelers, convention guests, and tourists.  The current downtown market consists of the
Watersde Marriott Convention Center, Sheraton Waterside, Clarion James Madison,
Radisson Hotel, and the Tazewell with a total of 1,377 rooms. The City aso celebrated the
opening of a 140-room Courtyard Mariott, located adjacent to the MacArthur Center,

representing a $16 million investment.

Two other magor hotd projects were recently completed in the Military
Highway/Northampton Boulevard corridors. The congtruction of Holiday Inn & Suites,
located at the Lake Wright Executive Center, contains 146-rooms and is experiencing over
80% occupancy rate in its first year of operation. The Lake Wright Convention Center was
also redeveloped into a Qudity Inn and Sleep Inn with several convention and meeting room

facilities.

Neighborhood and Community Revitalization

One of the City's core initiatives, and part of the economic development plan, is
neighborhood revitaization. By increasing diversified housing opportunities, the City will
increase the diverdgty of its citizenry and expand the tax base. The City’s god for
neighborhood and commercia development not only provides an environment that increases
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private sector investment, retail sales generation but aso reinstates Norfolk’'s vision & a

desirable community in which to live, work and play.

Phase | of the Old Dominion Universty (ODU), Village Project is currently under
congtruction. The 75-acre project includes construction of an 8,600 seat Ted Constant
Convocation Center, mixed-use office developments for faculty and research and
development, and retail and garden style apartments. ODU continues to gain a national
reputation as a mgor research university. The total economic impact of the University
exceeds $600 million annudly.

The $47 million, 8,500 seat, Ted Constance Convocation Center which opened October 25,

2002, is served by a 1,400 space parking garage. In [ % 0 R
addition, Old Dominion is the site for a$14 million transit

system using Magnetic Levitation (Maglev) Technology ;
t0 go on line in the fall of 2002. Partners of the Maglev  &*
project include ODU, American Maglev Technology, the ,
Commonwedth  of  Virginia and  Dominion
Resources/Virginia Power.

Condtruction on a cluster of three-story student housing buildings behind the Convocation
Center is expected to be complete by fal 2003. The first phase upon completion will house
500 students with the remaining 500 students units complete by fall 2003. The total project
estimate is at $40 million.

Business, Industry and Commerce

The City of Norfolk continues to benefit from the expansion of the Ford Motor Company
plant located in the South Norfolk section of the City. Ford Motor Company is one of the
largest employersin the City and has been a corporate citizen since 1925. This $375 million

dollar investment employs 2,350 employees and produces 220,000 vehicles per year.
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The commercia corridor revitalization continues outside the City’s downtown in the City’s
various industrial and office parks that offer more than 800 acres. Ninety-five percent of the
developable acreage has been sold in the Norfolk Commerce Park which houses
approximately 150 firms with an estimated 3,000 employees. Dataline, an information
technology company assisting EDS in the $6 billion Navy/Marine Corp Internet project
moved into the park this year. The City-owned Norfolk Industrial Park, the largest industrial
park in Hampton Roads, is located east of the downtown area on 375 acres containing
approximately 120 firms with an estimated 6,000 employess. Blackhawk Industries,
manufacturer of specia operations equipment for the military and law enforcement, invested
$2.25 million in an exigting 48,000 square foot facility. The new headquarters and
warehouse opened on July 1, 2002.

The City puchased a 31.0-acre track of land and rezoned the property from multi-family to
BusinessCommercia uses to create the Central Business Park. The new business park,
centrally located to the port, airport, and interstate, can accommodate approximately 325,000
square feet of flex space. Theinfrastructure is complete and land is ready for sde.

The Lake Wright Executive Center added two new office buildings to the park. Relocation
of the Zim Israel Navigation Co. Ltd. Headquarters, the ninth largest shipping company in
the world, to Norfolk from the New York/New Jersey area was completed in September
2001. This 40,000 square foot build-to-suit opportunity accommodated the relocation of the
headquarters, and the company employs over 235 people.

Marine Hydraulics, a firm specidizing in ship repair of the Navy's largest ships, is
purchasing six acres including a 1,400 foot pier in the Lamberts Point areawith atotal capital
investment of $15 million. Metro Machine's SPEEDE Shipyard's new ship encapsulation
repair facility in the Berkley area of the City will employ 120 new workers and cost $60
million. This cutting-edge environmental technology is capable of revolutionizing ship
painting techniques, diminating pollutants and emissions throughout the world's port cities.
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Military

The presence and role of the military in Norfolk continues to have asignificant and
stabilizing impact on the local economy. The City has steadily

grown to be the home of the world’s largest naval complex, r

with headquarters for Commander, of U.S. Atlantic

Command, NATO's Supreme Allied Commander Atlantic,

Commander in Chief, U.S. Atlantic Fleet and other major

naval commands. A Navy/City Partners Committee was

instituted to collaborate on housing, economic devel opment,

family support and other mutual interests. In an effort to show
Norfolk’s continued support of the military, the City Manager
serves on the Secretary of the Navy Facility Management Panel to study and recommend

improvements for the Navy and Marine Corps base relations throughout the nation.

The 2001 estimate of the Navy's direct economic impact on the region of $13 hillion was
comprised of a total annua payroll of $5.1 billion and spending on goods and services of
$7.9 billion. Active duty personne in Harmpton Roads increased to 82,896 in 2001 with 60%
assigned to Norfolk. The City expects to continue as a center of activity for the U.S. Navy.

Hampton Roads is the largest center of Coast Guard operations in the world with the Atlantic
Area Command and Maritime Defense Zone Atlantic in Portsmouth and its Maintenance &

Logistic Command Atlantic headquartersin downtown Norfolk.

Virginia Port Authority

In 1981, the Virginia Generd Assembly passed landmark legidation designed to unify the
ports in southeastern Virginia, Hampton Roads harbor under a single agency, the Virginia
Port Authority, with a single operating company, Virginia International Terminals, Inc. The
Port of Virginia, one of the world's largest natural deep water harbors, is a significant factor
in Norfolk’s economy. Norfolk is ideally located for international transportation and
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maritime commerce in the middle of the U. S. Atlantic coast and serves as a gateway
between world commerce centers and the industrial heartland of the United States. The Port
of Virginia congists of Virginids state-owned port system including Newport News Marine
Termina, Portsmouth Marine Termind and Virginia Inland Port in Warren County, in
addition to its mainstay Norfolk Internationa Terminals. The Port Authority continued its
growth in 2002 and is currently the second largest general cargo port on the U.S. East Coast.
More than 11.5 million tons of cargo was shipped across the docks at the region’s three main

marine cargo terminasin 2002.

Education

Available within the City are a wide variety of educationa facilities including public
elementary, middle and high schools, private and parochial schools, two universities, one

college, one community college and a medica school.

Public Schools. The visonary statement for the Norfolk Public Schools is “to become a
world-class system by advancing individua and organizational excellence supported by a
community of learners. All gtaff, parents and community members will demongtrate high
expectations for themselves and each child served.” The Norfolk Public Schools approach
to education combines innovative programs with an emphasis on reading, mathematics and
the sciences. A low pupil-teacher ratio with class sizes well below the national average has
contributed to the system’s learning foundation. In addition to strong instruction in the

basics, students can count on individualized help to meet their specia needs.

Norfolk offers innovative public school programs, which include Early Childhood Education,
aunique, comprehensive program for three and four-year-olds and their parents located in the
public housing community of Diggs Town, at the Park Place/Colonid Place Community
Center and at Ocean Air Elementary. The school system and the City have successfully
worked together to accommodate the school’s Early Childhood Program in three recreation
centers and to establish a partnership between schools and libraries that will result in
extended learning and homework programs for middle and high school students.
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The City is home to the Governor’'s Magnet School for the Arts, Virginia's only magnet
school for the arts, which offers classes in performing or visual arts to approximately 300
talented students from six cities and two counties. The school system also has a program for
gifted science students that enables them to study at Eastern Virginia Medical School.

Higher Education. The City is home to severa ingtitutions of higher learning. Old Dominion
University (ODU) was founded in 1930 in Norfolk as a branch of the College of William and
Mary and became an independent inditution in 1962. The four-year, state-supported

university has full and part-time enrollment of approximately 19,627 students.

Founded in 1935, Norfolk State University (NSU) is Virginids largest, and one of the
country’s five largest historically African American ingtitutions of higher learning. The full

and part-time enrollment approximates 6,721 students.

Virginia Wedeyan College was founded in 1966 and is a private, coeducationd, four-year
liberal arts college on the Norfolk-Virginia Beach line. There were approximately 1,412
students enrolled full and part-time during the academic year.

Tidewater Community College (TCC), established in 1968 with campuses in Norfolk,
Virginia Beach, Chesgpeake and Portsmouth, offers its programs through its network of
convenient Hampton Roads locations, including strategically placed off-campus sites a area
high schools, hospitals and military bases providing Hampton Roads residents with a
flexible, convenient and practical educationa resource.

Eastern Virginia Medical School is one of three medical schools in Virginia and is
Hampton Roads first medical school. This Norfolk-based facility is governed by the
Medical College of Hampton Roads. Students use 20 area hospitals and clinics for
practical training. The school relies on private funding support from area cities and limited
state support to fulfill its mission. Affiliates include the Jones Ingtitute for Reproductive
Medicine, the Leonard R. Strelitz Diabetes Institutes, the Center for Pediatric Research, and
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the Virginia Prostate Center. Not only has EVMS made it possible for area residents to
obtain treatment localy, it has achieved a reputation which brings patients for servicesin
such areas as endocrinology, geriatrics, pediatrics, oncology, otolaryngology and
reproductive medicine and infertility from other areas of the country. The Jones Institute
for Reproductive Medicine was the first invitro fertilization clinic in the United States.
Currently, EVMS is more than halfway through a $62 million capital campaign that will
create centers for biomedical research; general medica education and information
technology; and aging and human development. EVMS has forged cooperative
educational and research programs with Norfolk State University and Old Dominion
University, as well as the College of William and Mary in Williamsburg, Virginia—
partnerships which EVMS officials consider among its most distinctive characteristics.

Medical Facilities

There are, within the City of Norfolk, a total of five generd, acute care and speciaized

hospitals with a combined licensed bed total in excess of 1,750. In addition, the City is home
to one of three medical schools within the State of Virginia, the Eastern Virginia Medical

School. The medical school’s full-time enrollment was approximately 645 for the academic
year.

LONG-TERM FINANCIAL PLANNING AND MAJOR INITIATIVES

The City is recognized as a city of plans--plans made and plans redized. As part of that
planning process, the city council established the five broad basic priorities of: Community
Building; Economic Development; Education; Public Accountability: Public Safety; and
Regional Partnerships.

Major InitiativeslLong-Term Financial Planning

The City’ s Broad Creek Renaissance area encompasses a two-sguare mile area located to the
east of downtown. Through a $35 million Hope VI grant from HUD, NRHA will demolish
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Norfolk’s two oldest public housng developments. They will be replaced with a mix of
sngle and multi family housing, some publicly subsidized, and small commercial use. Other
pieces of this redevelopment effort include street reconfiguration, home-ownership programs,
and recreationd facilities.

The East Ocean View resdentia redevelopment known as East Beach will begin
congtruction of itsfirst phase in winter 2002. Privately invested infrastructure is estimated to
be $18 million with 700 housing units with prices ranging from $200,000 to $1 million for all
phases. The completed construction is anticipated within 10 years adding approximately
$250 million to the tax base.

The City completed the acquisition of a 31-acre trailer park located on Pretty Lake. The City
negotiated a land dispostion agreement with a developer for a new upscale 230
condominium development on the Pretty Lake waterfront with an anticipated value of over
$50 million.

Cash Management Policies And Practices.  Cash temporarily idle during the year was
invested in certificates of deposit, obligations of the U.S. Treasury, commercial paper,
corporate bonds, and the State Treasurer’s investment pool. The maturities of the
investments range from 30 days to 10 years, with an average maturity of 12 months. The
average return on cash temporarily idle was 3 percent. Investment income includes
appreciation in the fair value of investments. Increases in fair value during the current year
do not necessarily represent trends that will continue; nor is it dways possible to redize
such amounts, especialy in the case of temporary changes in the fair value of investments

that the government intends to hold to maturity.

The pension trust fund experienced a loss of 7.7 percent. This figure represents the total
rate of return for the fund, which consists of interest income, dividend income and any
appreciation or depreciation in the fair market value of the securities held by the pension
trust fund. The negative 7.7 percent total return is primarily attributable to the continuing
market correction under way in the U.S. equity markets since 2000.
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Risk Management. A City sdf-insurance program was established pursuant to an
ordinance adopted by City Council on July 11, 1978. The program includes an identified
retention for various risks reflecting the liability the City is willing to assume based on
past loss experience and projections of future losses. The program includes general and
public officials liability; vehicle liability; workers compensation; and unemployment
compensation. Protection is aso provided by fidelity bonds and insurance, as well as

various purchased insurance policies for selected property and liability risks.

The City appropriates funds annually for the payment of claims liabilities, property
losses, and any related expenses covered by its self-insurance plans and purchased
insurance policies. In addition, $1,940,000 of general fund equity has been designated to
provide for any unforeseen future claims liabilities and related expenses that may not be
fully covered by purchased insurance or annual budget appropriations. At year-end, an
actuarial projection was performed to determine the potential amount of all outstanding
claims liabilities and loss adjustment expenses arising from incidents occurring on or
before June 30, 2002, which resulted in the City recording an estimated total liability of
$16,581,654 as of June 30, 2002.

Pension and other post-employment benefits. The City sponsors a single-employer defined
benefit pension plan for its employees. Each year, an independent actuary engaged by the
pension plan calculates the amount of the annual contribution that the City must make to the
pension plan to ensure that the plan will be able to fully meet its obligations to retired
employees on atimely bass. As amatter of policy, the City fully funds each year’'s annua

required contribution to the pension plan as determined by the actuary.

The City aso provides podretirement hedlth care benefits for certain retirees and their
dependents. As of the end of the current fiscd year, there are 524 retired employees

receiving these benefits, which are financed on a pay-as-you-go basis.
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The Government Finance Officers
Asociation (GFOA) awarded a
Certificate of Achievement for
Excellence in Financia Reporting
to the City of Norfolk for its
comprehensive  annual
report (CAFR) for the fisca year
ended June 30, 2001. Thiswasthe
16th consecutive year the City

financial

recelved this prestigious award. In
order to be awarded a Certificate of
Achievement, the
published an easily readable and
efficiently organized CAFR. This
report satisfied both GAAP and

government

applicable legal requirements.

A Cetificate of Achievement is

valid for a period of one year only. We bdieve that our current CAFR continues to meet the

Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to

determine its digibility for another certificate.

In addition, the government aso received the GFOA’s Digtinguished Budget Presentation
Award for its annual budget document. In order to qualify for the Distinguished Budget

Presentation Award, the government’s budget document was judged to be proficient in

severd categories, including as a policy document, a financia plan, an operations guide, and

a communications device.
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The preparation of this report would not have been possible without the efficient and
dedicated services of the Department of Finance, especially the City Controller Bureau staff,
and the enterprise controllers and fund accountants of various City activities. We would like
to express our appreciation to all members who assisted in and contributed to its preparation.
Credit also must be given to the City Council for their unfailing support for maintaining the
highest standards of professionalism in the management of the City of Norfolk's finances.

Respectfully submitted,

?
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a V. K. Williams Steven G. de Mik

City Manager Director of Finance



Independent Auditors’ Report on Financial Statements
And Supplementary Schedules

The Honorable Members of the City Council
City of Norfolk, Virginia

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component units, each major fund and the aggregate
remaining fund information of the City of Norfolk, Virginia as of and for the year ended June 30, 2002,
which collectively comprise the City's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City’'s management. Our responsibility is to
express an opinion on these financial statements based on our audit. We did not audit the financial
statements of the Norfolk Redevelopment and Housing Authority (NRHA), which represent 10.2% and
7.8%, respectively, of the assets and revenues of the City of Norfolk, Virginia. Those financial
statements were audited by other auditors whose report has been furnished to us, and our opinions,
insofar as it relates to the amounts included for NRHA in the component unit columns, are based on
the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the Specifications for Audits of Counties,
Cities and Towns, issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the financial position o the governmental activities, the
business-type activities, the discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Norfolk, Virginia, as of June 30, 2002, and the respective
changes in financial position, and cash flows, where applicable, thereof for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 1 to the financial statements, the City adopted Governmental Accounting
Standards Board (GASB) Statement Number 34 during the year ended June 30, 2002.



The Management's Discussion and Analysis, the schedule of funding progress on page 88, and the
general fund budgetary comparison on pages 90-99 are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit this information and express no opinion thereon.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of the City of Norfolk, Virginia. The introductory
section, statistical section, combining and individual non-major fund financial statements and the
accompanying schedule of expenditures of federal awards as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining and individual non-major fund financial statements and the
accompanying schedule of expenditures of federal awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, such information
is fairly presented in all material respects in relation to the basic financial statements taken as a whole.
The introductory section and statistical tables have not been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

In accordance with Government Auditing Standards, we have also issued our report dated October 11,
2002 on our consideration of the City's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

quw), Bekoanh a\x] 019\0:«)\, 230,

Virginia Beach, Virginia
October 11, 2002
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CITY OF NORFOLK, VIRGINIA
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2002

The management of the City (the City) provides this narrative overview and analysis of the
financial activities of the City for the fiscal year ended June 30, 2002. As readers, you are
encouraged to read this discussion and analysis in conjunction with the transmittal letter and
City’sfinancial statement information included in this report.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The financial section of this report includes management’s discussion and analysis,
the basic financial statements, and required supplementary information. The basic financia
statements are comprised of three components. 1) government-wide financials statements, 2)
fund financial statements, and 3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financia statements themselves.

Government-wide financial statements — The government-wide financia statements are
designed to provide readers with a broad overview of the City’s finances, in a manner similar to
a private-sector business.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the City is improving
or deteriorating.

The Statement of Activities presents information showing how he government’'s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are
mainly supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their cost through user fees
and charges (business-type activities). The governmental activities of the City include general
government, public safety, highways and streets, sanitation, economic development, and culture
and recreation. The business-type activities of the City include Water Utility, Wastewater Utility
and Parking System enterprise activities.

The government-wide financial statements include not only the City itself (known as the primary
government), but also the following legally separate component units for the which the City is
financialy accountable: Norfolk Public Shools (School Board), Norfolk Redevelopment and
Housing Authority (NRHA), and the Norfolk Community Services Board (CSB). Financial
information for these component units is reported separately from the financia information
presented for the primary government.
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Fund financial statements - The City, like other state and loca governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. A
fund is a grouping of related accounts used to maintain control over resources that have been
segregated for specific activities or objectives. In the basic financia statements, the emphasis of
the fund financial statements is on major funds. All of the funds of the City can be divided into
three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentialy the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial gatements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. This information may be useful in evaluating the City’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
In order to provide the reader with information to better understand the long-term impact of the
government’s near-term financing decisions, a reconciliation between the government-wide
financial statements and the fund financial statements is included as part of the basic financial
statements.

The City maintains ten individual governmental funds. Information is presented separately in the
governmental fund balance sheet and governmental fund statement of revenues, expenditures,
and changes in fund balance for the genera fund and capital projects fund, both of which are
considered major funds. All other governmental funds are presented in aggregate. Individual
fund data for each of the nonmagjor funds are presented separately in the “Other Supplementary
Information” section of this report.

The City adopts an annual budget for its general fund. To demonstrate compliance with this
budget, a budgetary comparison statement has been provided for the general fund and is included
in the required supplementary information section of this document.

Proprietary funds provide services for which the City charges internal and external customers a
fee. The City has two types of proprietary funds, enterprise and interna service. The enterprise
funds of the City are used to report the same functions as the business-type activities in the
government-wide financial statements. The Water Ultility, Wastewater Utility, and Parking
enterprise funds are presented separately in the both the government-wide financial statements
and the fund financial statements and are considered major funds. Enterprise funds are used to
account for operations very similar to business enterprises, where the intent of the governing
body is that the cost of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges.

Internal service funds are used to account for the financing of goods or services provided by one
department or agency to other departments or agencies of the City or to other governments on a



CITY OF NORFOLK, VIRGINIA
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2002

cost reimbursement basis. The City has two internal service funds, Fleet Maintenance and
Storehouse operations. Because internal service funds are mostly governmental in nature, they
are included within the governmental activities in the government-wide financial statements.
Both internal services are combined into a single, aggregate presentation in the proprietary fund
financial statements. Individual und data for the internal service funds are included in the
“Other Supplementary Information” section of this document.

Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. The fiduciary funds for City include the City’s pension trust fund, the
Commonwealth of Virginia agency fund and an other miscellaneous agency fund. Fiduciary
funds are not included in the government-wide financial statements because the resources of
those funds are not available to support the City’s own programs. These funds are presented
separately in the fund financia statements section of the basic financia statements.

Notes to the Financial Statements are included in the basic financial statements and provide
additional information that is essentia for a full understanding of the data provided in the
government-wide and fund financial statements.

Other Supplementary Information section presents certain required supplementary
information concerning the City’s progress in funding its obligation to provide pension benefits
to employees and is in addition to the basic financial statements and accompanying notes.

Separate combining financial statements for non-major governmental funds and internal service
funds are also included in the “ Other Supplementary Section” of this document.

Government-wide Financial Analysis

In time, net assets of a governmental entity may serve as a useful indicator of the government’s
financial position. In the case of the City, assets exceeded liabilities by $906,263,195 at June 30.

By far, the largest portion of the City’s net assets is its investment in capital assets (e.g., land,
buildings, machinery, and equipment), less any outstanding debt related to acquiring the asset.
These capital assets are used to provide services to citizens and are not available for future
spending. Although the City’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
resources, since the capital assets themselves cannot be used to liquidate these liabilities. At
June 30, 2002, the City reported $665,877,008 in net assets invested in capital assets net of
related debt.

External restrictions of the City’s net assets represent resources subject to existing external
obligations or programmatic control on future use. The remaining balance of unrestricted net
assets of $120,587,349 may be used to meet the government’s ongoing obligations to citizens
and creditors.
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Total net assets in excess of liabilities at June 30 for the governmenta activities and business-
type activities were $645,262,372 and $261,000,823.

Primary Government

Governmental Business-Type
Activities Activities Total
Current and other assets $ 173,146,810 $ 90,452,237 $ 264,865,803
Capital assets 900,487,646 651,407,222 1,551,894,868
Total Assets 1,073,634,456 741,859,459 1,815,493,915
Long-term liabilities outstanding 398,572,058 467,608,024 866,180,082
Other liabilities 29,800,026 13,250,612 43,050,638
Total Liabilities 428,372,084 480,858,636 909,230,720
Net assets:
Invested in capital assets,
net of related debt 537,356,389 124,356,071 665,877,008
Restricted 72,937,699 46,861,139 119,798,838
Unrestricted 34,968,284 89,783,613 121,854,105
Total net assets $ 645,262,372 $ 261,000,823 $ 906,263,195

For governmental activities, net assets decreased by $28,495,424 during the current fiscal year.
This reduction is largely attributed to the increase in depreciation expense of $34,555,628 for
capital outlay. Governmental funds report capital outlay as expenditures while governmental
activities report depreciation expense thus allocating those expenditures over the life of the
assets.

For Businesstype activities, net assets increased by $9,042,594 during the fiscal year. Of this
amount, $2,455,634, $2,457,544 and $4,129,416 are attributed to Water Utility, Wastewater
Utility and Parking, respectively.
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The following represents the changes in net assets for both governmental and business type
activities for the fiscal year ended June 30, 2002:

Primary Government

Governmental Business-Type
Activities Activities Total
REVENUES:
Program revenues:
Charges for services $ 18,312,076 $ 91,061,917 $ 109,373,993
Operating grants and contributions 93,269,674 - 93,269,674
Capital grants and contributions - 354,587 354,587
General revenues:
Property taxes 158,871,015 - 158,871,015
Other taxes 127,262,071 127,262,071
Grants and contributions not
restricted for specific programs 60,367,196 - 60,367,196
Other 18,195,030 5,015,107 23,210,137
Total revenues 476,277,062 96,431,611 572,708,673
EXPENSES:
General government 48,062,345 - 48,062,345
Judicial administration 8,987,144 - 8,987,144
Public safety 122,252,304 - 114,847,101
Public works 96,894,090 - 96,894,090
Health and public assistance 60,234,233 - 67,639,435
Culture and recreation 46,945,417 - 46,945,417
Community development 17,218,412 - 17,218,412
Education 83,882,544 - 83,882,544
Interest on long-term debt 18,536,433 - 18,536,433
Intergovernmental 7,932,115 - 7,932,115
Business-type activities
Water Utility 53,711,573 53,711,573
Wastewater Utility 11,379,135 11,379,135
Parking 14,298,309 14,298,308
Total governmental expenses 510,945,036 79,389,017 590,334,053
Increase (decrease) in net assets
before transfers (34,667,974) 17,042,594 (17,625,380)
Transfers 6,172,550 (8,000,000) (1,827,450)
Increase (decrease) in net assets (28,495,424) 9,042,594 (19,452,830)
Net assets beginning of year 673,757,796 251,958,229 925,716,025

Net assets ending of year

$ 645,262,372

$ 261,000,823

$ 906,263,195
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Governmental Activities

Property taxes and other tax revenues comprise $286,133,086 or 59 percent of tota
governmental revenues.

Operating grants and contributions for governmental activities ended the fiscal year at
$93,269,674; mostly as a result of aggressive grant application strategies undertaken by the City
during the current fiscal year supporting various governmental functions. Grants and
contributions not restricted for specific programs represents intergovernmental grants and
contributions from State and federal agencies. At fiscal year end, the City reported $60,367,196
in grants and contributions not restricted for specific programs.

Program & General Revenues

$158,871,015
$200,000,000
$93,269,674 $127,262,071
$150,000,000 H
$60,367,196
$100,000,000 H
A 8,312,076 $18,195,030
$50,000,000
$-
@ Charges for services E Op grants and contributions Property taxes
O Other taxes Nonrestricted grants Other

On a government-wide basis, the City expensed $512,772,486 on governmental programs and
services. Public safety expenses were $122,252,304 or 24 percent of total expenses, largely
attributed to management’s continuing commitment to preserve the lives and property of the
City’sresidents. Thelocal contribution to the City’s public education program was $83,882,544
or 16 percent of governmental expenses.
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Expenditures by Program
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The component units of the City reported total net assets of $185,983,468 of which
($10,242,772) is unrestricted and available for future appropriation. The change in net assets for
the City’s component units at June 30, was $5,149,496. Additiona detailed information on the
City’ s component units can be found in the “Component Units’ section of this document.

Business-type Activities
Business type activities increased the City’ s net assets by $9,042,594.

Charges for services for the Water Utility, Wastewater Utility, and Parking activities for the year
ended were $59,318,470, $13,388,934 and $18,354,513, respectively.

Total expenses (exclusive of transfers) for the Water Utility, Wastewater Utility, and Parking
activities for the year ended were $53,711,573, $11,379,135 and $14,298,309, respectively.

Water Utility:

On December 17, 2001, the City entered into an agreement to ®ll up to 10 million
galons or raw water per day to the City of Virginia Beach at a rate of $0.10 per million
galons per day for temporary drought relief. This sale increased the Water Utility’s
current year’s revenues by approximately $600,000.

During the year, the City also received a $500,000 reimbursement from the Federal
Emergency Management Administration (FEMA) for recovery of damages to the
activity’s system assets in the western reservoir system as a result of Hurricane Floyd in
fiscal year 2000.

10
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Wastewater Utility:

During the year, the City, the Hampton Roads Sanitation District (HRSD) and the
Commonwealth of Virginia entered into a special order of consent regarding the City’s
sanitation sewage collection system. Under the agreement the City agreed to spend not
less than $13.5 million on specified projects and conduct a comprehensive sanitary sewer
evaluation survey of its system addressing operations and maintenance activities as well
prioritizing areas where sanitary sewer improvements are needed. The results of this
study will be abasis for a subsequent negotiated order of consent.

Despite wastewater utility rate increases imposed in the 2002 fiscal year, the cash
disbursements from the wastewater operation exceeded collections. Despite additional
rate increases in the 2003 fiscal year, the operation is expected to continue lag behind
collections. As such, the City will in the fiscal year 2004 budget planning process
consider necessary actions to correct the financial position of the activity.

Parking

At year-end, Parking reported a change in net assets of $4.1 million or 11% mostly
atributed to an increase in short-term, recreational and metered parking rates as a
result of the establishment of three separate tiers and rate structures. The tier was
designed to charge more for parking near the central business district. Anincreasein
specia event revenues as well as revenues generated as a result of an additional 595
spaces at the MacArthur Garage also contributed to the increase.

Expenses ended the fiscal year under budget primarily due to maintenance scheduling
of specia project expenses and bond interest expense savings resulting from
declining variable interest rates.

Financial Analysis of the Government’s Funds

As previously noted, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds — the focus of the City’s governmenta funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. This information is useful in
assessing the City’ s financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

The City’s governmental funds reported combined ending fund balances of $128,255,016, of

which $72,937,699 is reserved and the remaining $55,317,317 is available for spending at the
government’ s discretion.

11
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The City’s primary governmental fund is its genera fund. As a matter of policy, the City in its
general fund designates or earmarks a portion of its unreserved fund balance ($30,765,379 at
June 30, 2002) equal to five percent of the general government’s and School Board’'s annual
operating budgets as a minimum amount each year that will remain in fund balance. In addition,
the City designated $6.6 million of its fund balance for future expenditures related to a potential
genera economic downturn and for its self-insured worker’s compensation and genera liability
programs. Amounts in excess of these policy designations have been primarily designated for
future expenditures contained in the fiscal year 2003 adopted budget.

The $4,743,730 reduction in the City’s genera fund’'s fund baance represents a planned
drawdown of its fund balance from nonrecurring revenue for one-time capital expenditures.

On the budgetary basis of accounting, the City ended the fiscal year with revenues slightly below
projection by $719,384 (less than one tenth of one percent of the total.) Included in budgetary
revenues was $16,190,000 appropriated from the general fund balance. Total expenditures were
less than appropriations by $9,600,988 mostly attributed to prudent proactive measures taken by
the City in lieu of the uncertainty of State revenues and unstable economic conditions.

Genera fund financial and budgetary highlights of the 2002 fiscal year include:

- As a result of a strong housing and commercial property markets, general property tax
revenues and state reimbursements of persona property taxes exceeded budgetary
projections by $2.4 million
Other Local tax collections exceeded budgetary projections by $3.4 million
Although sadles tax revenues were below budgetary projections, sales tax collections
exceeded prior years by 1%

Hotel/Motel and Restaurant and prepared meals taxes exceeded budgetary projections by
$867,567

Revenues from interest earnings under performed budgetary expectations by $1.2 million
primarily aresult of the low interest rate environment in the 2002 fiscal year

Reduced revenues from the State for public assistance grants and education, resulting from
budgetary reductions at the state, were offset by local spending reductions

The uncertainty of State revenues and concern over general economic conditions, forced the
City to take prudent proactive measures to control spending and as a result expenditures were
$9.6 million less than appropriations

Supplemental appropriations or amendments of the total 2002 general fund budget were:

$534,828 was appropriated from more than anticipated funds received from the State for
street maintenance projects;

$1,560,000 was appropriated from the risk management designation of the genera fund
balance for the payment of two large worker's compensation medical claims; and
$100,000 was appropriated to fund the increase of the capital improvement program
budget for commercial areaimprovements.



CITY OF NORFOLK, VIRGINIA
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2002

Proprietary funds - the City’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.

Unrestricted net assets of the Water, Wastewater, and Parking funds at year-end amounted to
$64,687,980, $24,334,789 and $760,844 respectively. The growth or change in net assets for
Water, Wastewater, and Parking funds was $2,455,634, $2,457,544, and $4,129,416
respectively. Other factors concerning the finances of these three funds have already been
addressed in the discussion of the City’ s business-type activities.

Capital Asset and Debt Administration

Capital assets - the City’s investment in capital assets, net of accumulated depreciation, for its
governmental and business-type activities as of June 30, amounts to $1,551,894,868. The
investment in capital assets includes land, buildings, improvements, infrastructure (streets, roads,
bridges, highways, etc) machinery, and equipment.

Infrastructure assets represent $505,613,661 or 56 percent of total general capital assets, net of

accumulated depreciation. Streets, bridges, and waterfront structures comprise the majority of
the infrastructure with net valuation amounts of $357,030,989, $54,547,112, and $53,283392
respectively.

Ma,|or capital asset events during the current fiscal year included the following:
Completion of the Africa Exhibit and substantial completion of the entrance pavilion to
the Virginia Zoo;
Completion of the 150 Main Street Garage,
Beginning of architectural and design efforts for the construction of Norview High
Schooal;
Near completion of property acquisition efforts for the development of the East Beach
Neighborhood project; and
Completion of the expansion of the Nauticus International Pier accommodating some of
the largest cruise ships in the world.

Long-term debt - at June 30, the City (including the enterprise funds) had total bonded debt
outstanding of $811,247,022. Of this amount, $460,065,192 comprises debt backed by the full
faith and credit of the government. The remainder of the City’s debt represents bonds secured
solely by specified revenue sources (i.e., revenue bonds).
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CITY OF NORFOLK, VIRGINIA
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2002

A summary of the City’s outstanding bonded debt is as follows:

Net Bonded Debt Outstanding

$349,605,724

$317,664,997
$200,000,000 -
$150,000,000 - [ ]
$100,000,000 -
$50,000,000 -

$-

General Capital B Parking @ Wastewater B Water

The City’s total outstanding debt decreased $3,015,544 from $814,262,566 of the prior fiscal

year. During the year, $7,955,000 in new general obligations bonds, and $35,000,000 in new
water revenue bonds were issued. The City refunded some of its existing debt to take advantage
of favorable interest rates. Of the total bonds issued during the year, $74,200,000 in genera

obligation bonds were refunded. Future debt payments are expected to decrease by $2,849,445 as
aresult of the refunding. The City also defeased $2,705,000 in parking revenue bonds.

State statues limit the amount of general obligation debt a governmental entity may issue to 10
percent of its total assessed valuation. The current debt limitation of $888,206,378 is
significantly higher than the City’s outstanding general obligation debt.

The City maintains the following ratings on its bonding programs:

| Bonding Program Fitch Standard and Poor’s Moody’s
General Obligation AA AA Al
Water Revenue Bonds AA AA- Al

Currently, the Parking Revenue Bond program does not maintain underlying bond ratings.

Other Economic Factors and Next Year’s Budget
Economic Factors — Currently the Commorwealth of Virginia is experiencing a severe
budgetary crisis. As such, it is anticipated that future state budget cuts will likely trandate into

strategic reductions of City services to maintain a fiscally sound budget. Approximately 40
percent of the City’ s revenues come from the state.
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CITY OF NORFOLK, VIRGINIA
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2002

Despite the poor outlook of the State's budget over the next couple of years, the City’s guiding
principles for the upcoming fiscal year is to continue building and maintaining strong
neighborhoods, protect and develop the young through education, provide good social and
cultural conditions that support healthy families, remain a safe and clean city, and invest in
opportunities that promote economic growth and financial capacity.

The City’s fiscal year 2003 genera fund budget is $631,989,100 representing a growth of 2.9
percent over the previous fiscal year. In keeping with the theme of the 2003 budget message,
Promises Made, Promises Kept, the following areas highlight City Council’s priorities and
accomplishments:

The City provided an increase of its local contribution to its public education system of
$5 million over the prior fiscal year;

The property tax rate for Norfolk residents was not increased for the fifth consecutive
year,

$16,462,400 in capital funds were alocated for the middle school technology initiative,
to address school concerns on the southside of the City and to continue with plans to
construct a new Norview High Schoal;

Neighborhoods and Leisure Services received millions in ongoing funds for pograms
and parks;

The establishment of a $1 million strategic housing initiative supporting the City
Council’s commitment to “housing first” through the City’s Come Home to Norfolk Now
initiative;

Paying off more in debt than issued in the same fiscal year; and

Salary increases to employees and continued progress toward a pay system based on
skills and competencies.

Fiscal year 2003 tax rate and fee changes include:

- Increases of one percent in both the restaurant and prepared food tax rate and in the hotel-
motel tax rate dedicated to public amenities infrastructure;
The Emergency 911 tax rate was increased $.20 per month to support expenditures of the
E-911 call center;
New fees for courthouse safety, DNA charges and jail processing were established; and
The wastewater rate changed from $1.53 to $1.67 per 100 cubic feet based on residential
and commercial water consumption.

Requestsfor Information
This financial report is designed to provide a general overview of the City’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information

provided in this report or requests for additional information should be addressed to the Office of
the Director of Finance, 810 Union Street, Suite 600, Norfolk Virginia, 23510.
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CITY OF NORFOLK, VIRGINIA

Statement of Net Assets
June 30, 2002

Exhibit 1

ASSETS

Cash and cash equivalents

Cash held in escrow with fiscal agent

Restricted cash held with fiscal agent

Investments

Receivables (net)

Unbilled accounts

Accrued investment income

Internal balances

Due from other governments

Due from other primary governments

Due from other agencies

Inventories

Prepaid items

Other assets

Capital assets, net (See Note 1)
Total assets

LIABILITIES

Vouchers/Accounts payable

Employees withholdings

Contract retainage

Accrued interest

Accrued payroll

Due to other governments

Due to other primary gov/component units

Other liabilities
Deferred revenue
Liabilities payable from restricted assets
Long-term liabilities (See Note XV) :
Due within one year
Due in more than one year
Total liabilities
NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
Perpetual care
Capital projects
Special revenue
Other purposes

Unrestricted

Total net assets

Primary Government

Governmental Business-Type Component
Activities Activities Total Units

$ 119,772,348 $ 53,866,966 $ 173,639,314 $ 66,915,751
- 1,019,107 1,019,107 6,100
- 8,585,447 8,585,447 2,323,922
270,635 1,082,561 1,353,196 8,752,538
26,199,164 9,511,768 35,710,932 20,986,424

- 1,742,973 1,742,973 -

- 166,703 166,703 -

1,812,837 (1,676,049) 136,788 -
21,209,861 - 21,209,861 13,372,660
- - - 304,620
- - - 1,052,298
1,581,965 1,427,128 3,009,093 1,547,938
- - - 293,831
2,300,000 14,725,633 17,025,633 48,244,338
900,487,646 651,407,222 1,551,894,868 153,457,873
1,073,634,456 741,859,459 1,815,493,915 317,258,293
11,244,103 2,700,079 13,944,182 7,048,624
130,216 - 130,216 1,688,709
669,744 1,249,242 1,918,986 482,246
4,643,396 3,866,604 8,510,000 1,268,503
3,520,251 317,747 3,837,998 22,072,051
- - - 605,238

647,615 - 647,615 -
7,592,916 2,683,702 10,276,618 4,236,270
1,351,785 - 1,351,785 18,396,936
- 2,033,238 2,033,238 6,100
54,433,006 24,430,548 78,863,554 10,277,823
344,139,052 443,577,476 787,716,528 65,192,325
428,372,084 480,858,636 909,230,720 131,274,825
537,356,389 128,520,619 665,877,008 129,451,896

5,581,201 - 5,581,201 -
42,888,880 - 42,888,880 22,682,578

7,443,065 - 7,443,065 -
17,024,553 46,861,139 63,885,692 44,091,766
34,968,284 85,619,065 120,587,349 (10,242,772)
$ 645,262,372 $ 261,000,823 $ 906,263,195 $ 185,983,468
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The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA

Statement of Activities

For the Year Ended June 30, 2002

Exhibit 2

Program Revenues

Net (Expense) Revenue and

Changes in Net Assets

Operating Primary Government
Charges for Grants and Capital Grants & Governmental Business-Type Component
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total Units
Primary government:
General government $ 48,062,345 $ 108,318 $ 11,163,732 - $ (36,790,295) (36,790,295)
Judicial administration 8,987,144 10,269 4,455,776 - (4,521,098) (4,521,098)
Public safety 122,252,304 2,409,976 19,718,147 - (100,124,181) (100,124,181)
Public works 96,894,090 13,896,085 17,774,452 - (65,223,553) (65,223,553)
Health and public assistance 62,061,683 118,675 34,007,719 - (27,935,289) (27,935,289)
Culture and recreation 46,945,417 1,762,903 4,333,644 - (40,848,870) (40,848,870)
Community development 17,218,412 5,850 1,816,204 - (15,396,358) (15,396,358)
Education 83,882,544 - - - (83,882,544) (83,882,544)
Interest on long-term debt 18,536,433 - - - (18,536,433) (18,536,433)
Intergovernmental 7,932,115 - - - (7,932,115) (7,932,115)
Total governmental activities 512,772,486 18,312,076 93,269,674 - (401,190,736) (401,190,736)
Business-type activities:
Water 53,711,573 59,318,470 - 70,510 - 5,677,407 5,677,407
Wastewater 11,379,135 13,388,934 - 284,077 - 2,293,876 2,293,876
Parking facilities 14,298,309 18,354,513 - - - 4,056,204 4,056,204
Total business-type activities 79,389,017 91,061,917 - 354,587 - 12,027,487 12,027,487
Total primary government 592,161,503 109,373,993 93,269,674 354,587 (401,190,736) 12,027,487 (389,163,249)
Component units:
Norfolk Public Schools $ 290,358,759 $ 4,927,740 $ 193,508,208 $ 5,637,418 $ (86,385,393)
NRHA 75,574,853 14,247,426 40,247,505 26,460,483 5,380,561
Community Services Board 16,942,888 3,671,963 12,370,196 - (900,729)
Total component units $ 382,876,500 $ 22,847,129 $ 246,125,909 $ 31,997,901 (81,905,561)
General revenues:
Taxes
Real estate 158,871,015 - 158,871,015 -
Other 127,262,071 - 127,262,071 -
Interest and investment earnings 5,566,463 940,532 6,506,995 2,081,205
Grants and contributions not restricted to specific programs 60,367,196 - 60,367,196 -
Miscellaneous 12,003,121 3,659,543 15,662,664 721,245
Proceeds from gain (loss) on sale of assets 625,446 415,032 1,040,478 370,063
Local government - - - 83,882,544
Transfers 8,000,000 (8,000,000) - -
Total general revenues, special items, and transfers 372,695,312 (2,984,893) 369,710,419 87,055,057
Change in net assets (28,495,424) 9,042,594 (19,452,830) 5,149,496
Net assets - beginning 658,735,039 251,958,229 910,693,268 180,833,972
Adjustment to beginning net assets 15,022,757 - 15,022,757 -
Net assets - ending $ 645,262,372 261,000,823 906,263,195 $ 185,983,468
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The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA Exhibit A-1
Balance Sheet - Governmental Funds
June 30, 2002

Major Funds Non major Total
General Capital Governmental Governmental
Fund Projects Funds Funds
ASSETS
Cash and cash equivalents $ 60,604,835 $ 46,258,853 $ 10,703,492 $ 117,567,180
Investments 270,635 - 270,635
Receivables, net
Taxes 18,996,197 - - 18,996,197
Accounts 1,620,054 30,988 4,605,227 6,256,269
Notes 799,067 - - 799,067
Accrued investment income 37,285 - - 37,285
Due from other funds 1,968,535 662 420,315 2,389,512
Receivable from other governments 15,138,607 - 6,071,254 21,209,861
Advance to parking fund 2,300,000 - - 2,300,000
Total assets $ 101,735,215 $ 46,290,503 $ 21,800,288 $ 169,826,006
LIABILITIES
Vouchers/Accounts payable 6,263,823 3,725,061 1,104,582 11,093,466
Employee withholdings 130,216 - - 130,216
Contract retainage - 404,327 265,417 669,744
Accrued payroll 3,378,370 - 141,881 3,520,251
Due to other funds 414,705 1,772 160,193 576,670
Due to component unit 351 301,612 345,652 647,615
Deferred revenue 16,047,737 - 1,351,785 17,399,522
Other liabilities 7,533,506 - - 7,533,506
Total liabilities 33,768,708 4,432,772 3,369,510 41,570,990
FUND BALANCES
Reserved for:
Encumbrances 10,989,655 27,137,354 2,468,691 40,595,700
Perpetual care - - 5,581,201 5,581,201
Capital projects - 13,711,085 1,683,676 15,394,761
Other 3,922,972 - 7,443,065 11,366,037
Unreserved:
Designated for:
Risk Management 1,940,000 - - 1,940,000
Health Insurance 1,000,000 - - 1,000,000
Fiscal year appropriations 7,339,430 - - 7,339,430
Future expenditures 8,759,071 - - 8,759,071
Housing Initiative 1,000,000 - - 1,000,000
Middle School Initiative 2,250,000 - - 2,250,000
Undesignated 30,765,379 1,009,292 1,254,145 33,028,816
Total fund balances 67,966,507 41,857,731 18,430,778 128,255,016

Total liabilities and fund balances $ 101,735,215 $ 46,290,503 $ 21,800,288 $ 169,826,006
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The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA Exhibit A-2
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2002

Fund balances--total governmental funds $ 128,255,016

Amounts reported for governmental activities in the Statement of
Net Assets are different because:

Capital assets used in governmental activities are not

financial resources and therefore are not reported

in the funds 893,214,310
Other long-term assets are not available to pay for

current-period expenditures and therefore are

deferred in the funds 16,047,737
Long-term liabilities, including bonds payable, are not

due and payable in the current period and therefore

are not reported in the funds (402,759,762)
Internal service funds 10,505,071
Net Assets of Governmental Activities 645,262,372
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The accompanying notes are an integral part of the financia statements.



CITY OF NORFOLK, VIRGINIA Exhibit A-3
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For Fiscal Year Ended June 30, 2002
Major Funds Non-major Total
General Capital Governmental Governmental
Fund Projects Funds Funds
REVENUES
General property taxes $ 159,512,496 $ - $ - $ 159,512,496
Other local taxes 127,262,071 - - 127,262,071
Permits and licenses 2,699,765 - - 2,699,765
Fines and forfeitures 1,541,388 - - 1,541,388
Use of money and property 7,034,215 768,937 3,443,406 11,246,558
Charges for services 10,765,690 - 7,546,385 18,312,075
Miscellaneous 4,580,265 21,308 7,735,328 12,336,901
Recovered costs 10,008,260 - - 10,008,260
Intergovernmental 105,577,097 - 27,754,513 133,331,610
Total revenues 428,981,247 790,245 46,479,632 476,251,124
EXPENDITURES
Current operating:
General government 42,328,152 - 1,797,761 44,125,913
Judicial administration 7,230,870 - 1,559,609 8,790,479
Public safety 112,625,249 - 3,286,890 115,912,139
Public works 43,963,829 - 12,160,319 56,124,148
Health and public assistance 45,429,383 - 16,171,646 61,601,029
Culture and recreation 30,241,641 - 10,607,505 40,849,146
Education 83,882,544 - - 83,882,544
Community development 16,944,778 - - 16,944,778
Debt service:
Principal - - 31,177,249 31,177,249
Interest and other charges - - 17,459,883 17,459,883
Intergovernmental - - 7,932,115 7,932,115
Capital outlay - 30,515,618 - 30,515,618
Total expenditures 382,646,446 30,515,618 102,152,977 515,315,041
Excess (deficiency) of revenues over -
expenditures 46,334,801 (29,725,373) (55,673,345) (39,063,917)
OTHER FINANCING SOURCES (USES) -
Proceeds of refunding bonds - - - -
Proceeds of capital leases 2,183,756 - - 2,183,756
Bond proceeds - 25,727,737 30,451,561 56,179,298
Payment to bond refunding escrow agent - - (30,451,561) (30,451,561)
Transfers in 8,591,760 11,121,130 53,200,255 72,913,145
Transfers out (62,014,515) (496,166) (2,402,464) (64,913,145)
Total other financing sources and uses (51,238,999) 36,352,701 50,797,791 35,911,493
SPECIAL ITEM
Proceeds from sale of land 160,468 181,035.00 283,943 625,446
Total other financing sources (uses) and
special items (51,078,531) 36,533,736 51,081,734 36,536,939
Net change in fund balance (4,743,730) 6,808,363 (4,591,611) (2,526,978)
Fund balances--beginning 72,710,237 35,049,368 7,999,632 115,759,237
Adjustment to beginning fund balances - - 15,022,757 15,022,757
Fund balances--ending $ 67,966,507 $ 41,857,731 18,430,778 $ 128,255,016
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The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA Exhibit A-4
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance to the Statement of Activities
For the Year Ended June 30, 2002

Net change in fund balances--total governmental funds $ (2,526,978)
Amounts reported for governmental activities in the Statement of Activities are

different because:

Governmental funds report capital outlays as expenditures while governmental

activities report depreciation expense to allocate those expenditures over
the life of the assets.

Add Capital acquisitions

30,515,618
Subtract Depreciation

(65,071,246)  (34,555,628)

In the Statement of Activities, only the gain (loss) on capital assets is reported,
while in the governmental funds, the proceeds from the sale increase financial

resources. Thus, the change in net assets differs from the change in fund balance
by the cost of the capital asset.

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds. (641,481)
Bond proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statement of Net Assets. Repay-
ment of bond principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net Assets.
Add Debt repayment
GO Bond proceeds
Subtract debt proceeds

35,772,811
(25,727,737)
(2,183,756) 7,861,318

Some expenses reported in the Statement of Activities do not require the use
of current financial resources and therefore are not reported as
expenditures in governmental funds (such as compensated absences).

1,511,090
Internal service funds are used by management to charge the costs of
of certain services to individual funds. The net revenue (expense) of the internal
service funds is reported with governmental activities. (143,745)

Change in Net Assets of Governmental Activities $ (28,495,424)

24

The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA Exhibit B-1

Statement of Net Assets - Proprietary Funds
June 30, 2002

Business-Type Activities

Governmental
Activities--

Waste- Parking Internal Service
Water Water Facilities Totals Funds
ASSETS
Current assets:
Cash and cash equivalents $ 18,452,096 9,096 1,799,007 20,260,199 $ 2,205,168
Investments 202,561 - 880,000 1,082,561 -
Receivables:
Accounts (net) 8,962,020 1,241,063 575,441 10,778,524 110,347
Unbilled accounts 1,195,914 547,059 - 1,742,973 -
Accrued investment income 116,392 - 50,311 166,703 -
Other receivables 5,077,185 53,555 - 5,130,740 -
Internal balance 1,182,886 (2,229,841) (629,094) (1,676,049) (5)
Inventories 1,253,042 54,210 119,876 1,427,128 1,581,965
Other assets 244,964 - 792,523 1,037,487 -
Restricted cash held in escrow 988,568 30,539 - 1,019,107 -
Restricted cash held with fiscal agent 6,552,209 - 2,033,238 8,585,447 -
Total current assets 44,227,837 (294,319) 5,621,302 49,554,820 3,897,475
Restricted investments 22,828,207 10,778,560 6,702,163 40,308,930 -
Other assets 588,487 - - 588,487 -
Capital assets:
Land and improvements 17,982,303 85,362 22,964,556 41,032,221 -
Buildings and equipment 489,910,335 122,300,786 125,784,519 737,995,640 10,789,385
accumulated depreciation (78,325,552) (26,210,792) (23,084,295) (127,620,639) (3,516,049)
Capital assets, net 429,567,086 96,175,356 125,664,780 651,407,222 7,273,336
Total noncurrent assets 452,983,780 106,953,916 132,366,943 692,304,639 7,273,336
Total assets $ 497,211,617 106,659,597 137,988,245 741,859,459 $ 11,170,811
LIABILITIES
Current liabilities:
Vouchers payable $ 2,028,244 421,002 250,833 2,700,079 $ 150,638
Contract retainage 6,919 54,441 199,314 260,674 -
Accrued interest 609,900 756,800 45,304 1,412,004 -
Accrued payroll 197,300 67,300 53,147 317,747 59,410
Current portion of bonds payable 12,893,139 3,960,161 4,164,548 21,017,848 61,358
Liabilities payable from restricted assets 3,443,168 - 2,033,238 5,476,406 -
Compensated absences 493,600 131,100 88,000 712,700 181,338
Other liabilities 2,751,901 331,801 - 3,083,702 -
Total current liabilities 22,424,171 5,722,605 6,834,384 34,981,160 452,744
Noncurrent liabilities:
General obligations payable 36,954,670 47,166,519 12,100,328 96,221,517 -
Revenue bonds payable 267,817,088 - 76,584,742 344,401,830 -
Advance from General Fund - - 2,300,000 2,300,000 -
Compensated absences 175,500 79,400 89,937 344,837 90,665
Other long-term liabilities 2,609,292 - - 2,609,292 122,331
Total noncurrent liabilities 307,556,550 47,245,919 91,075,007 445,877,476 212,996
Total liabilities 329,980,721 52,968,524 97,909,391 480,858,636 665,740
NET ASSETS
Invested in capital assets, net of related debt 73,162,500 18,577,724 32,615,847 124,356,071 7,089,647
Restricted 29,380,416 10,778,560 6,702,163 46,861,139 -
Unrestricted 64,687,980 24,334,789 760,844 89,783,613 3,415,424
Total net assets $ 167,230,896 53,691,073 40,078,854 261,000,823 $ 10,505,071
25

The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
For Year Ended June 30, 2002

Exhibit B-2

Operating revenues:
Charges for services
Miscellaneous
Total operating revenues
Operating expenses:
Personal services
Cost of goods sold
Plant operations
Chemicals
Provision of bad debts
Depreciation
Administrative expenses
Other
Total operating expenses
Operating income (loss)
Nonoperating revenue (expenses):
Interest income, net of interest capitalized
Interest expense and fiscal charges
Gain (loss) on sale or disposal of fixed assets
Unrealized gain/(loss) on investments
Total nonoperating revenue (expenses)
Net income (loss) before contributions
and transfers
Capital contributions
Transfers out
Change in net assets
Total net assets - beginning
Total net assets - ending

Business-Type Activities

Governmental
Activities--

Waste- Parking Internal Service

Water Water Facilities Totals Funds
$ 59,318,470 $ 13,388,934 $ 18,354,513 91,061,917 $ 8,414,730
3,513,749 145,794 - 3,659,543 3,764
62,832,219 13,534,728 18,354,513 94,721,460 8,418,494
9,964,025 3,412,573 5,564,138 18,940,736 2,976,761
- - - - 4,884,695
4,898,976 1,540,138 814,616 7,253,730 114,899
1,730,432 89,117 - 1,819,549 -
1,494,188 254,464 - 1,748,652 -
9,388,706 1,611,142 2,675,996 13,675,844 359,304
1,330,273 1,268,468 334,820 2,933,561 -
9,603,564 1,864,455 596,309 12,064,328 255,953
38,410,164 10,040,357 9,985,879 58,436,400 8,591,612
24,422,055 3,494,371 8,368,634 36,285,060 (173,118)
849,446 17,874 73,212 940,532 41,973
(15,301,409) (1,271,245) (4,308,811) (20,881,465) (12,320)
35,914 (67,533) (3,619) (35,238) (280)
379,118 - - 379,118 -
(14,036,931) (1,320,904) (4,239,218) (19,597,053) 29,373
10,385,124 2,173,467 4,129,416 16,688,007 (143,745)
70,510 284,077 - 354,587 -
(8,000,000) - - (8,000,000) -
2,455,634 2,457,544 4,129,416 9,042,594 (143,745)
164,775,262 51,233,529 35,949,438 251,958,229 10,648,816
$ 167,230,896 $ 53,691,073 $ 40,078,854 261,000,823 $ 10,505,071

26

The accompanying notes are an integral part of the financial statements.



CITY OF NORFOLK, VIRGINIA

Statement of Cash Flows - Proprietary Funds

Year Ended June 30, 2002

Governmental
Business-Type Activities Activities--
Waste- Parking Internal
Water Water Facilities Total Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 54,008,119 $ 12,997,562 $ 18,319,598 $ 85,325,279 $ 8,582,641
Payments to suppliers (19,353,269) (5,209,873) (3,753,908) (28,317,050) (5,468,570)
Payments to employees (9,847,124) (3,411,374) (5,531,024) (18,789,522) (2,962,415)
Internal activity--payments (to) from other funds (5,192,648) 1,181,478 (827,466) (4,838,636) -
Amortization of bond discount - - 186,781 186,781 -
Other receipts (payments) 8,544,238 149,982 130,066 8,824,286 -
Net cash provided (used) by operating activities 28,159,316 5,707,775 8,524,047 42,391,138 151,656
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Operating subsidies and transfers to other funds (8,000,000) - - (8,000,000) -
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Proceeds from capital debt 69,352,561 16,600,528 2,003,869 87,956,958 -
Proceeds from sale of fixed assets - - - - (57,879)
Capital contributions 70,510 284,077 - 354,587 -
Purchases of capital assets (24,661,291) (6,047,895) (7,153,596) (37,862,782) (28,570)
Refunding of debt principal (57,132,060) - (4,633,590) (61,765,650) -
Principal paid on capital debt (8,949,079) (9,273,164) (3,650,172) (21,872,415) -
Interest paid on capital debt (13,021,709) (1,070,845) (4,909,333) (19,001,887) -
Other receipts (payments) - - (600,000) (600,000) -
Net cash provided (used) by capital and
related financing activities (34,341,068) 492,701 (18,942,822) (52,791,189) (86,449)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 5,092,099 (6,246,345) 7,382,099 6,227,853 -
Interest and dividends 847,293 19,887 254,746 1,121,926 41,974
Net cash provided by investing activities 5,939,392 (6,226,458) 7,636,845 7,349,779 41,974
Net increase (decrease) in cash and cash equivalents (8,242,360) (25,982) (2,781,930) (11,050,272) 107,181
Cash and cash equivalents - beginning of the year 34,235,233 65,617 6,614,175 40,915,025 2,097,987
Cash and cash equivalents - end of the year $ 25,992,873 $ 39,635 $ 3,832,245 $ 29,864,753 $ 2,205,168
Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities
Operating income (loss) $ 24,422,055 $ 3,494,371 $ 8,368,634 $ 36,285,060 $ (173,118)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Cash flows reported in other categories:
Depreciation expense 9,388,706 1,611,142 2,675,996 13,675,844 359,304
Amortization 631,815 - 186,781 818,596 -
Provision for bad debt 1,266,756 - - 1,266,756 65,553
Gain (loss) on disposal of assets 35,914 (67,533) 3,619 (28,000) (280)
Change in assets and liabilities:
Receivables, net (5,082,918) (136,907) (34,915) (5,254,740) (7,064)
Internal balances (5,192,648) 1,181,478 (827,466) (4,838,636) (506)
Other receivables 254,476 - - 254,476 -
Inventories 64,944 2,943 (42,837) 25,050 105,658
Other assets/prepaid expenses - - 165,665 165,665 (2,272)
Accounts/vouchers payables 2,253,316 (378,919) (2,004,544) (130,147) (72,960)
Accrued payroll 116,900 1,200 1,869 119,969 (59,410)
Other long-term liabilities - - 31,245 31,245 (63,249)
Net cash provided by operating activities $ 28,159,316 $ 5,707,775 $ 8,524,047 $ 42,391,138 $ 151,656
Reconciliation of cash and cash equivalents
to the statement of net assets:
Cash and cash equivalents $ 25,992,873 $ 39,635 $ 3,832,245 $ 29,864,753 $ 2,205,168
Restricted cash held in escrow (988,568) (30,539) - (1,019,107) -
Restricted cash with fiscal agent (6,552,209) - (2,033,238) (8,585,447) -
Total cash and cash equivalents per statement of net assets $ 18,452,096 $ 9,096 1,799,007 20,260,199 2,205,168
Noncash investing, capital, and financing activities:
Unrealized gain / (loss) on investments $ 379,118 $ - $ 50,311 $ 429,429 $ -
Gain (loss) on sale or disposal of fixed assets 35,914 (67,533) - (31,619) -
Write-off of impaired fixed assets - - - - (280)
Acquisition of fixed assets through change in
in contract retainage 882,450 (289,296) - 593,154 -
Capitalized interest, less interest earned on
certain long-term construction contracts 1,600,465 1,132,044 398,932 3,131,441 -
Refinance of bond anticipation note 26,000,000 - - 26,000,000 -
Construction of fixed assets
by private developers - 57,267 - 57,267 -
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CITY OF NORFOLK, VIRGINIA

Statement of Fiduciary Net Assets
June 30, 2002

Exhibit C-1

ASSETS
Cash and cash equivalents
Investments
Receivables:
Accounts, net of allowance
for uncollectible accounts
Accrued investment income
Due from other funds
Total assets

LIABILITIES
Vouchers payable
Due to other funds
Other liabilities
Total liabilities

NET ASSETS
Reserved for:
Assets held in trust for
pension benefits
Total net assets
Total liabilities and
net assets

Pension
Trust Agency
Employees' Commonwealth
Retirement of
System Other Virginia Totals
$ 49,640,251 2,495,227 $ 6,085 52,141,563
699,548,182 - - 699,548,182
12,518,124 2,546 - 12,520,670
3,429,032 - - 3,429,032
- 642 - 642
$ 765,135,589 2,498,415 $ 6,085 767,640,089
$ 912,336 1,111,571 $ - 2,023,908
- 137,431 - 137,430
36,847,073 1,249,413 6,085 38,102,571
37,759,409 2,498,415 6,085 40,263,909
727,376,180 - - 727,376,180
727,376,180 - - 727,376,180
$ 765,135,589 2,498,415 $ 6,085 767,640,089
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CITY OF NORFOLK, VIRGINIA Exhibit C-2

Statement of Changes in Fiduciary Net Assets

Pension Trust Fund - Employees' Retirement System
For the Year Ended June 30, 2002

2002
Additions:

Investment income:
Net (depreciation) appreciation in fair value

of investments $ (79,263,643)
Interest 17,808,921
Dividends 3,049,802
Other 159,413

(58,245,507)
Less investment expense (2,569,595)

Net investment income (60,815,102)

Total additions

(60,815,102)
Deductions:
Benefits paid directly to participants 32,947,727
Refunds of contributions 98,193
Beneficiary payments 2,228,711
Administrative fees 683,353
Total deductions 35,957,984
Net increase (96,773,086)
Net assets held in trust for pension benefits:
Beginning of year 824,149,266

End of year $ 727,376,180
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CITY OF NORFOLK, VIRGINIA

Statement of Net Assets - Component Units
June 30, 2002

Exhibit D-1

Norfolk Norfolk Norfolk
Public Redevelopment Community
Schools and Housing Services Board Total
ASSETS
Cash and cash equivalents $ 42,587,135 $ 22,845,373 $ 1,483,243 66,915,751
Cash held in escrow with fiscal agent - - 6,100 6,100
Restricted cash held with fiscal agent - 1,755,072 - 1,755,072
Investments - 6,998,862 1,753,676 8,752,538
Receivables:
Accounts, net of allowance for
uncollectible accounts 463,294 94,747 361,492 919,533
Tenants - 115,408 - 115,408
Interest - 684 - 684
Notes - 19,320,533 - 19,320,533
Other - 177,788 452,478 630,266
Due from primary government 301,612 - 3,008 304,620
Due from other governments 10,561,748 1,814,774 - 12,376,522
Due from other agencies 1,052,298 - - 1,052,298
Inventories 1,051,143 496,795 - 1,547,938
Property held for sale - 23,232,527 - 23,232,527
Restricted cash and investments - - 568,850 568,850
Restricted assets - 21,218,365 - 21,218,365
Prepaid expenses - 269,557 24,274 293,831
Other assets 444,140 3,344,575 4,731 3,793,446
Capital assets, net 37,685,763 115,396,132 375,978 153,457,873
Total assets 94,147,133 217,081,192 5,033,830 316,262,155
LIABILITIES -
Vouchers/Accounts payable 3,769,835 2,842,159 436,630 7,048,624
Employee withholdings 1,688,709 - - 1,688,709
Contract retainage - 482,246 - 482,246
Accrued expenses - 159,266 - 159,266
Accrued interest - 272,365 - 272,365
Accrued payroll 21,808,176 - 263,875 22,072,051
Due to other governments - 605,211 27 605,238
Tenants deposits - 1,850,877 - 1,850,877
Other deposits/liabilities - 2,058,595 13,841 2,072,436
Deferred revenue - 18,394,834 2,102 18,396,936
Escrow deposits - 153,691 6,100 159,791
Current vested compensated absences 3,391,727 203,640 49,629 3,644,996
Other current liabilities 391,408 5,508,245 733,174 6,632,827
Long-term vested compensated absences 2,789,044 2,079,752 542,640 5,411,436
Other long-term liabilities 749,862 59,031,027 - 59,780,889
Total liabilities 34,588,761 93,641,908 2,048,018 130,278,687
NET ASSETS
Invested in capital assets, net of related debt 37,685,763 91,390,155 375,978 129,451,896
Restricted for:
Capital projects 9,483,128 13,199,450 - 22,682,578
Debt service - 4,639,165 - 4,639,165
Other programs - 37,858,742 1,593,859 39,452,601
Unrestricted 12,389,481 (23,648,228) 1,015,975 (10,242,772)
Total net assets $ 59,558,372 $ 123,439,284 $ 2,985,812 185,983,468
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CITY OF NORFOLK, VIRGINIA

Statement of Activities - Component Units

Year Ended June 30, 2002

Exhibit D-2

Norfolk Public Schools:
Instructional
Administration, Attendence, and Health
Pupil Transportation
Operation and Maintenance
Information Technology
School Facilities
Food Services
Total Norfolk Public Schools

Norfolk Redevelopment and
Housing Authority:
Governmental activities:
General Government
Community Development
Total governmental activities

Business-type activities
Total NRHA

Community Services Board:
Health and public assistance

Total component units

General revenues:

Program Revenues

Net (Expense) Revenue

Operating Capital and Changes in Net Assets
Charges for Grants and Grants and Norfolk Public Redevelopment Community
Expenses Services Contributions Contributions Schools and Housing Services Board Totals

$ 213,991,226 $ 2,092,487 $ 183,752,472 $ - (28,146,267) $ (28,146,267)
10,440,625 - - - (10,440,625) (10,440,625)
9,654,511 - - - (9,654,511) (9,654,511)
27,962,005 - - - (27,962,005) (27,962,005)
5,112,813 - 817,859 - (4,294,954) (4,294,954)
8,068,390 - - 5,537,418 (2,530,972) (2,530,972)
15,129,189 2,835,253 8,937,877 - (3,356,059) (3,356,059)
290,358,759 4,927,740 193,508,208 5,537,418 (86,385,393) (86,385,393)

866,870 627,808 - - (239,062)

68,705,471 8,041,114 39,739,840 26,460,483 5,535,966

69,572,341 8,668,922 39,739,840 26,460,483 5,296,904

6,002,512 5,578,504 507,665 - 83,657
75,574,853 14,247,426 40,247,505 26,460,483 5,380,561 5,380,561
16,942,888 3,671,963 12,370,196 - (900,729) (900,729)
$ 382,876,500 $ 22,847,129 $ 246,125,909 $ 31,997,901 (81,905,561)
Proceeds (loss) from sale of fixed assets - 370,063 - 370,063
Interest and investment earnings 1,846,284 155,468 79,453 2,081,205
Local government 83,882,544 - - 83,882,544
Miscellaneous - - 721,245 721,245
Total general revenues 85,728,828 525,531 800,698 87,055,057
Change in net assets (656,565) 5,906,092 (100,031) 5,149,496
Net assets--beginning 60,214,937 117,533,192 3,085,843 180,833,972
Net assets--ending 59,558,372 $ 123,439,284 $ 2,985,812 $ 185,983,468
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CITY OF NORFOLK, VIRGINIA
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2002

Summary of Significant Accounting Policies:

A. Financial Reporting Entity Information:

The City of Norfolk (the “City”) was incorporated February 13, 1845, and covers an
area of approximately 66 square miles. The City operates under a charter adopted
February 7, 1918, which mandates a Council-Manager form of government. The City
and its component units provide the following municipal services to approximately
234,500 residents, as authorized by its charter or code: public safety, highway and
dreet maintenance, water production and quality, solid waste management,
wastewater treatment, cultural and parking facilities, environmental storm water
management, public health, social programs, parks and recreation, public education,
public improvements, planning and zoning code enforcement, public libraries, and
genera administration.

The City of Norfolk implemented the Governmental Accounting Standards Board
(GASB) Statement No. 34, “Basic Financia Statements — and Management
Discussion and Analysis — For State and Local Governments,” during the fiscal year
ended June 30, 2002.

Blended component units, although legally separate entities are in substance part of
the City’s operations. Each discretely presented component unit is reported in a
separate column in the government-wide financial statements to emphasize that it is
legally separate from the government. The component units discussed below are
included in the City's financial reporting entity due to their financial relationships
with the City.

Blended Component Unit: The Employees Retirement System of the City of Norfolk
(ERS), which has a nine-member Board of Trustees appointed by the City Council,
including the City Manager and Director of Finance as ex-officio members, is the
administrator of a single-employer noncontributory defined benefit plan that covers
substantially all employees of the City of Norfolk, excluding School Board
employees covered by the Virginia Supplemental Retirement System, as authorized
by Section 143(a) of the City Charter and was established and placed under the
management of the Board of Trustees for the purpose of providing retirement
allowances and death benefits as authorized by the provisions of Chapter 37 of the
Norfolk City Code. The City makes contributions, which are combined with
investment earnings of the ERS, to provide the funding for pension benefits and
administrative costs.

Discretely Presented Component Units: The School Board of the City of Norfolk
(School Board), which has seven elected members, is the operating body that
establishes the educational and financial programs and policies for the City public
school system. The City levies taxes for its operation, issues bonds or enters into
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CITY OF NORFOLK, VIRGINIA
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2002

capital leases for its capital requirements and approves its annual operating budget.
The School Board of the City of Norfolk is comprised of the School Operating Fund,
the School Special Revenue Funds and the School Board Agency Fund.

The Norfolk Redevelopment and Housing Authority (NRHA), a political subdivision
of the Commonwealth, was created by the City on July 30, 1940 under the provisions
of the United States Housing Act of 1937. NRHA provides subsidized public housing
and administers redevelopment and conservation projects within the City in
accordance with State and federal legidation. The seven members of the Board of
Commissioners are appointed by City Council. NRHA is responsible, through a
contract with the City, for the administration of such activities as community
development and urban renewal. The City does not have the right to impose its will
on NRHA, as NRHA is responsible for designating its own management and
developing its own operating budget for funding from sources other than City-
contracted projects. NRHA contracts and executes major contracts on its own behalf.
NRHA is responsible for its own fiscal matters as it maintains its own book of
accounts, is audited annually by independent accountants it engages, and has
authority over earnings, deficits and monies other than City contract funds. The City
contracts with NRHA to complete specific projects, generally capital improvement
projects. During the year, the City paid NRHA $2,408,113 for contracted project
management services on ongoing projects. NRHA is considered to be a comporent
unit of the City’s reporting entity primarily due to its financial relationship.

In 1997, the City entered into a supplemental cooperation agreement with NRHA to
assist in the financing and construction of the Nordstrom Store, which is the primary
anchor for the MacArthur Center regional shopping mall. The store was constructed
on land owned by NRHA and leased to Nordstrom, Inc. NRHA obtained aloan from
a financial institution that financed the cost of construction of the Nordstrom Store,
which is scured in part by ground rental payments from Taubman and store rental
payments from Nordstrom. The debt is also secured by pledged assets valued at June
30, 1997 at $33,406,316, which were owned by the City and transferred to NRHA,
for purposes of providing adequate security for the debt. The control over those
assets, maintenance of those assets and revenue generated from those assets remain
with the City. The City aso has a mora obligation, though not a legal obligation, to
fund NRHA deficiencies in debt service payments, if any, subject to annual
appropriation by the City. Project revenue to date, following the opening of the
MacArthur Center Mall, has been and is projected to continue to be sufficient to
cover any such deficiencies.

The Norfolk Community Services Board (CSB) was created in 1969 by a resolution of
the City of Norfolk. It is empowered by Chapters 10 and 11 of the Code of Virginia
to provide mental health, mental retardation, and substance abuse services to residents
of the City of Norfolk. The CSB is established under mandate of the State and follows
the City rules and regulations for its financial, personnel management, and purchasing
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NOTES TO BASIC FINANCIAL STATEMENTS
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activities. The CSB carries out its roles and responsibilities under the Operating
Board type of structure as outlined in the Code of Virginia. The CSB uses the City as
its fiscal agent to provide administrative support in these areas. The CSB is
composed of 15 members appointed by City Council. The City also approves the
CSB's annual operating budget.

Complete financial statements of the individual component units can be obtained
from their respective administrative offices:

The City of Norfolk Retirement Board
810 Union Street, City Hall Bldg. Rm. 300
Norfolk, Virginia 23510

The School Board of the City of Norfolk
800 East City Hall Avenue

P O Box 1357

Norfolk, Virginia 23501-1357

The Norfolk Redevel opment Housing Authority
201 Granby Street
Norfolk, Virginia 23501

The Norfolk Community Services Board
Board Administration

248 West Bute Street

Norfolk, Virginia 23510-1404

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the
Statement of Activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from
certain legally separate component units for which the primary government is
financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Progam revenues
include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and
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2) grants and contributions that are restricted to meeting the operational o capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrua basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as al €igibility requirements
imposed by the provider have been met. The City’s discretely presented component units
are dso included in the government-wide financial statements utilizing the same basis of
accounting.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrua basis of accounting. Under this
method, revenue and related assets are recorded when they become susceptible to accrual,
that is, when they become both measurable and available. Revenues are considered to be
available when they are collected within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the City generally considers
revenues to be available if they are collected within 60 days of the end of the fiscal year.
Rea and persona property taxes are recorded as receivables when levied and billed,
which corresponds with the fiscal year for which the taxes have been levied, net of
allowances for uncollectible accounts. In compliance with Section 2.9, Uniform
Financial Reporting Manua for Virginia Counties and Municipalities property taxes due
and collected within 45 days after June 30 are recognized as revenue; those not collected
within 45 days after year—end are reported as deferred revenue. Items such as license
fees, permit fees and fines are recorded as revenue when received. Intergovernmental
revenue, consisting primarily of federal, state and other grants for the purpose of funding
specific expenditures, is recognized at the time the specific expenditures expected to be
financed by this revenue are made. Revenue from general purpose grants is recognized
during the entitlement period.

39



CITY OF NORFOLK, VIRGINIA
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2002

Magjor sources of governmental funds which meet the “ susceptible to accrua” criteria
include the following:

= Real property taxes = Revenue from the Commonwealth

= Personal property taxes - Shared expenses

= Sales and use taxes - Categorical aid

= Consumer utility taxes = Revenue from the federal government

= Environmental storm water billings

Expenditures, other than interest on general long-term obligations, are recorded as the
related fund liabilities when incurred. Interest on general long-term obligations &
recognized when due.

The individual governmental funds are as follows:

a. General Fund: The genera operating fund of the City accounts for all financial
transactions not required to be accounted for in other funds. The General Fund
accounts for the normal recurring activities of the City, such as police, public
works, general government, etc. These activities are funded by such revenue
sources as genera property taxes, other local taxes, permits, privilege fees and
regulatory licenses, fines and forfeitures, use of money and property, charges for
services, recovered costs and non-categorical aid, shared expenses and categorical
aid from the Commonwealth and Federal Government. The City’s payroll agency
fund (previoudy presented as a fiduciary fund), is included in governmental
activities for both the government-wide and fund financial statements.

b. Special Revenue Funds: To account for the proceeds of specific revenue
resources (other than expendable trusts or maor capital projects) requiring
separate accounting because of legal or regulatory provisions or administrative
action. The City’s special revenue funds are included in the governmental
activities for both government-wide and fund financial statements. The individual
specia revenue funds are as follows:

i. Storm Water Fund: To account for the operation of the environmental storm
water management system, including maintenance of storm water drainage
facilities. The costs of providing services on a continuing basis are partially
financed or recovered through user charges to Norfolk residents and
commercial and industrial customers.

ii. Grants Fund: To account for the receipt and disbursement of revenue from
such sources as federal and state agencies, adjacent municipalities, and City
matching funds and © finance special programs that may have reporting
periods that do not correspond with the City's fiscal year.
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iii. Community Development Fund: To account for all entitlement funds received
under Title I of the Housing and Community Development Act of 1974,
commonly known as the Community Development Block Grant Program.

iv. Nationa Maritime Center (Nauticus) Fund: To account for the operation of
the National Maritime Center and Wisconsin Battleship tours.

v. Expendable Trust and Agency Fund: To account for monies held by the City
of Norfolk as a trustee. The resources of this fund are received and
subsequently expended in such functions as public works, parks and
recreation and libraries.

c. Debt Service Fund: To account for the accumulation of resources required for
and the payment of principal and interest on the current portion of general long-
term obligations of the City. Revenue of this fund is provided by transfers from
the General Fund and the Storm Water Fund.

d. Capital Projects Fund: To account for the financial resources used for the
acquisition, construction or renovation of major capital facilities of the City or the
School Board (other than those financed by proprietary funds and trust funds).

e. Permanent Funds: Previously presented as Non-expendable Trust Funds, the
City’s permanent funds are used to account for perpetua care and endowed care
of certain City-owned cemeteries. Permanent fund balances are included in
governmental activities for both the government-wide and fund financial
statements.

For its proprietary funds and its government wide financial statements, private-sector
standards of accounting and financial reporting issued prior to December 1, 1989, are
followed to the extent that those standards do not conflict with standards issued by the
Governmental Accounting Standards Board (GASB). Governments also have the option
of following subsequent private sector guidance for their business-type activities and
enterprise funds, subject to this same limitation. The City has elected not to Dbllow
subsequent private-sector guidance.

Proprietary funds distinguish operating revenues from nonoperating items. Operating
revenues and expenses generaly result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the Enterprise and Internal Service funds are charges
to customers for sales and services. Operating expenses for the same funds include the
cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.
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The individual proprietary funds are as follows:

a Enterprise Funds: To account for operations that are financed and operated in
a manner similar to private business enterprises (@) where the intent of the
governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis are
financed or recovered primarily through user charges or (b) where the
governing body has decided that periodic determination of revenue earned,
expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, managemert control, accountability or other purposes. The
individual enterprise funds are as follows:

i. Water Utility Fund: To account for the operations of the City-owned
water system. The costs for providing services on a continuing basis are
financed or recovered through user charges to customers. These
customers include Norfolk residential and commercial customers, the
U.S. Navy, municipal customers, and others outside the City.

li. Wastewater Utility Fund: To account for the operations of the City-
owned wastewater (sewer) system. The costs of providing services on a
continuing basis are financed or recovered through user charges to
Norfolk residential and commercia customers.

iii.  Parking Facilities Fund: To account for the operations of City-owned
parking facilities (garages, lots and onstreet meters). The costs of
providing services on a continuing basis are financed or recovered
through both user charges for long-term and short-term parking facility
customer use and fines for parking violations.

b. Internal Service Funds: To account for the financing of goods and services
supplied to other funds of the City and other governmental units on a cost-
reimbursement basis. Internal service funds have been established for and are
currently used for the Storehouse and Fleet Management funds. The City’s
internal service funds are considered to be non-major funds and are included
in the governmental activities in the government-wide financial statements
and in aggregate in the fund financial statements. A discrete presentation is
included in the “ Other Supplementary Information” section of this document.

Fiduciary funds are used to account for assets held by the City in a trustee capacity as an
agent for individuas, private organizations, other governments and/or other funds. These
include the Pension Trust and Agency funds. The Pension Trust Fund is accounted for in
essentially the same manner as proprietary funds. Agency funds are custodial in nature
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(assets equal liabilities) and are accounted for on the modified accrual basis. Because of
the nature of fiduciary funds, any amounts reported in the fund balance section of the
bal ance sheets do not represent monies appropriable by City Council. Since the fiduciary
funds are custodial in nature and are not available to fund the City’s programs, they are
not included in the government-wide financial statements. A discrete presentation can be
found in the “Fund Financial Statements’ section of this document.

For the City’ s fiduciary funds employer contributions are recognized when due. Benefits
and refunds are recognized when due and payable in accordance with the terms of the
plan. Agency funds are custodial in nature (assets equal liabilities) and are accounted for
on the modified accrual basis.

The individua fiduciary funds are as follows:

a. Pension Trust Fund: To account for the operations of the Employees Retirement
System of the City of Norfolk (“ System”).

b. Agency Fund - Other: To account for other monies held in a fiduciary capacity.
Monies deposited include such items as sales, admission and food taxes to be
remitted to third parties, proceeds from the sale of abandoned motor vehicles,
monies held in escrow deposits for offers to purchase City property and monies
held by constitutional officersin afiduciary capacity.

c. Agency Fund - Commonwealth of Virginia: To account for monies deposited
by the City Treasurer into an account from which withdrawals may be made only
by the Treasurer of the Commonwesalth of Virginia. It is custodial in nature.
Collections include such items as state income taxes and other state revenue
collected by the City.

. Budgets and Budgetary Accounting:

An operating budget is adopted each fiscal year for the General Fund, Water Utility Fund,
Wastewater Utility Fund, Parking Fecilities Fund, Storm Water Special Revenue Fund,
Nauticus Specia Revenue Fund and Internal Service Funds. All funds are under formal
budgetary control. In establishing the budgetary data reported in the financial statements,
the City uses the following procedures:
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No less than 60 days before the end of the fiscal year, the City Manager must submit to
the City Council, a proposed operating budget for the fiscal year commencing the
following July 1. The operating budget includes proposed expenditures and the means of
financing them. A public hearing is conducted to obtain taxpayer comments. Then, on or
before July 1, the budget is legally enacted through adoption of an ordinance. The
property taxes included in the budget become alien on real properties on July 1.

The ordinance for the annual operating budget appropriates funds by department, subject
to certain conditions, for the use of the departments included in the General Fund and in
all proprietary funds. Additional budgetary controls are exercised administratively, both
on an appropriation unit basis over parts, al, or any combination of object categories
(budgetary account groups such as. (1) persona services; (2) materials, supplies and
repairs; (3) general operations and fixed charges; (4) equipment; (5) public assistance;
and (6) all purpose appropriations), as well as on aline item basis over individual objects
(budgetary accounts). The City Manager is authorized by the ordinance adopting the
budget to amend certain object categories and individual objects through transfers.
However, any revisions that alter the total appropriations must be approved in advance by
City Council.

The School Board manages and controls all funds made available for public school
purposes after the City approves its annual operating budget. In accordance with the
Code of Virginia, the School Board has exclusive authority to experd funds within the
total amounts appropriated by City Council. The budget for the School Board is prepared
on amodified accrua basis.

The schedules of revenues and expenditures — Budget and Actual of the general fund
presented in Exhibit E include the revenues and expenditures — Budget and Actual of the
school board.

Reconciliation of revenues and expenditures reported in accordance with GAAP and
those presented in accordance with non-GAAP budgetary basis can be found on Exhibit
E. The budgets for the enterprise funds and internal service funds are prepared on a basis
generaly consistent with accounting principles generally accepted in the United States of
America.

The accounting system is employed as a budgetary management control device to
monitor the individual departments or bureaus/divisions within departments. The legal
level of budgetary control is at the departmental account group level. Additional controls
over funding within departmental account groups are exercised administratively and any
unencumbered annual appropriations lapse at the end of the fiscal year.

City Council may authorize supplemental appropriations to the operating budgets during

the fiscal year. Budgeted amounts as reported in the financial statements represent the
original appropriations, as amended by authorized transfers, and al supplemental
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appropriations. Individual amendments to the budget were not material in relation to the
original appropriations. All budget data presented in the accompanying financial
statements are from the final budget for the fiscal year ended June 30, 2002. Adjustments
to lines within the budget at mid-year may be adopted by the City Manager.

City Council also adopts a capital improvement budget and a community development
budget on a project basis. As in the case of the General Fund budget, these budgets are
submitted by the City Manager, public hearings are held and the budgets are legally
enacted through adoption of an ordinance. Budgets are also adopted for the Grants Fund
on an individua project basis. Appropriations for these budgets do not lapse at year-end
but are multi-year and continue until the purpose of the appropriation has been fulfilled.
Revenue to support these appropriations may be from future anticipated receipts.
Amendments to these budgets are affected by City Council action. The level of budgetary
control is on a project basis with additional controls being exercised administratively, as
reasonable and necessary. Since an annua budget is not prepared for these funds, a
comparison of budget to actual financial statementsis not presented.

A separate formal budget is not prepared for the Debt Service Fund. Amounts to meet
annual debt service requirements for general obligation debt recorded in the General
Long-Term Debt Account Group are appropriated in the General Fund. Effective
budgetary control is achieved through compliance with the latter fund's administrative
controls.

The Schedule of Revenue and Expenditures - Budget and Actual (Non-GAAP Budgetary
Basis) compares the fina budget and actual expenditures (including outstanding
encumbrances) and revenues in the General Fund.

. Cash Equivalents and I nvestments:

Investments of the Employees Retirement System are stated at fair value. Stort-term
investments are recorded at cost, which approximates fair value. Securities traded on a
national securities exchange are valued at the last reported sales price on the last business
day of the System’s fiscal year. Investments that do not have an established market are
reported at estimated fair value. Purchases and sales of securities traded but not yet
settled at year-end are recorded as due to broker for securities purchased and due from
broker for securities sold, respectively. Other investments are stated at cost or at their fair
value; these investments are reported in the accompanying financial statements as cash
and cash equivalents, unless the origina investment period exceeded three months, in
which case they are reported as investments. The City does not report any investments at
amortized cost. Interest income is accrued as earned.
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F. NotesRecevable:

Notes receivable reported in the governmental funds represent assets which are
measurable but not available to fund current expenditures and, therefore, are offset by
deferred revenue in the fund financial statements. In the government-wide financial
statements, notes receivable are presented as outstanding receivables in the government-
wide financial statements. Payments on these balances will be recognized as revenue as
they are received.

G. Interfund Transactions:

During the norma course of operations, the City has numerous transactions between
funds, including expenditures and transfers of resources to provide services, construct
assets and service debt. The accompanying fund financia statements generally reflect
such transactions as transfers.

Internal service funds record charges for services to al City departments and funds as
operating revenue. All City funds record these payments to the internal service funds as
operating expenditures or expenses. Since internal service funds generally support
governmental activities rather than business-type activities, they are consolidated in with
the governmental funds in the government-wide financial statements. A discrete
presentation of the City’s interna service funds can be found in the “Other
Supplementary Information” section of this document.

The Genera Fund provides administrative services to enterprise funds and internal
service funds. Charges for these services are treated as operating expenses by the
enterprise and internal service funds and as revenue by the General Fund in the fund
financial statements.

H. Inventories:

Inventories are stated at cost, using either the first-in, first-out, or the moving average
method. Inventories in the component unit and governmental funds consist of expendable
supplies held for consumption for which the cost is recorded as an expenditure when
acquired, i.e., the "purchase method." Reported inventories for these funds are offset by a
fund balance reserve, in the fund financial statements, which indicates that they do not
constitute currently "available expendable resources." Proprietary funds expense
inventory when used.

|. Capital Assets:

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental
or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the City’s Capitalization Policy as assets with an initial, individual
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cost of more than $2,000 and an estimated useful life of two years. Capital outlays of
governmental funds are recorded as expenditures at the time of purchase and are
subsequently capitalized upon completion at historical cost for control purposes in the
above account group with a corresponding increase in investment in general fixed assets.
Where historical cost records are not available, assets are recorded at estimated historical
cost. Gifts or donated fixed assets are recorded at their estimated fair value on the date
received and infrastructure is not capitalized. In the proprietary funds, interest costs
incurred on funds borrowed for construction projects are capitalized net of interest earned
on the temporary investment of the unexpended portion of those funds. When an asset is
retired or otherwise disposed of, the related cost and accumulated depreciation are
eliminated from the accounts and any resulting gain or loss is reflected as nonoperating
revenue or expense.

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Capital assets acquired through capital lease transactions are included in the
Governmental Funds or the appropriate proprietary fund. City land, buildings and
improvements other than buildings acquired prior to June 30, 1985, for which historical
cost records were not available, were appraised and valued at estimated historical cost by
means of accepted price indexing methodology. Capital assets purchased by proprietary
funds are stated at cost, less accumulated depreciation.

Property, plant, and equipment of the primary government, as well as the component
units, is depreciated using the straight line method over the following estimated useful

lives:
Governmental Enterprise Internal
Funds Funds Service
Funds
(inyears)
Building and improvements 40 10-75 40-50
Improvements other than buildings 15-25 10-99 15
Warehouse equipment and fixtures - - 7-10
Transmission and distribution mains - 50-99 -
Service meters and meter installation - 35-50
Pumping and other water/wastewater equipment - 10-30 -
V ehicles and garage equipment 4-10 4-10 4-25
Data processing equipment 510 510 510
Furniture, fixtures and equipment 325 325 320

J. Accrued Payroll:

Payroll costs for City employees who receive their semimonthly pay one week after
monthrend and certain School Board employees who work under a 9, 10 or 11- month
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contract paid over a 12-month period are recognized in the period in which services are
rendered. The long-term portion of compensated absences is not included in the fund
financia statements, as the fund financial statements represent near-term financing needs.

. Deferred Revenue:

Deferred revenue represents amounts under the modified accrual basis of accounting for
which asset recognition criteria have been met but for which revenue recognition criteria
have not been met, whereby such amounts are measurable but are not considered
currently available resources.

. Long-Term Obligations:

Long-term obligations payable from future expendable available resources, such as
accrued leave, Employees Retirement System contributions, capital leases, retirees life
insurance, workers compensation claims, landfill liabilities and general obligation bonds
that will be financed from governmental funds, are accounted for in the respective
governmental and proprietary funds in the government-wide financial statements and
only the current portion of long-term obligations are presented in the fund financial
statements.

. Accrued L eave Ben€fits:

In the Primary Government, vacation and sick leave accumulate monthly. Vacation leave
is fully vested when earned by City employees. Sick leave does not vest for City
employees; however, upon retirement, City employees receive credit for each day of
accumulated sick leave toward their pension benefit. Accumulated vacation leave cannot
exceed 44 days at June 30 of each year for City employees. City employees are paid for
unused vacation leave, at their normal rate of pay, upon termination of employment. The
amount of unpaid vacation leave, including saary-related payments, accumulated by
employees is accrued as an expense when incurred in the proprietary funds, which use the
accrua basis of accounting. The entire unpaid liability for vacation is recorded in their
respective funds in the Government-wide Financial Statements and only the current
portion is included in the Fund Financial Statements.

In the Norfolk Public Schools vacation and sick leave accumulate monthly. Vacation
leave is fully vested when earned by School Board employees. Upon retirement, School
Board employees are paid $20 for each day of accumulated sick leave in excess of 100
days. Accumulated vacation leave cannot exceed 50 days for School Board employees.
School Board employees are paid for unused vacation leave, at their normal rate of pay,
upon termination of employment. Most School Board food service employees have ten
month employment contracts and are not entitled to vacation.
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N. Fund Equity:

Fund equity reserves are used to indicate a portion of fund balance that is not
appropriable for expenditures or to identify a portion of a fund's equity as legally
segregated for a specific future use. Designations of unreserved fund balances in
governmental funds are established to indicate City management's tentative plans for use
of financial resources in a future period.

O. Encumbrances:

Encumbrance accounting, under which purchase orders, contracts and other commitments
for the expenditure of monies are recorded in order to reserve that portion of the
applicable appropriation, is employed as an extension of formal budgetary control in the
Genera Fund, Specia Revenue Funds and Capital Projects Fund. Encumbrances
outstanding at year-end do not lapse and are reported as reservations of fund balances.
Encumbrances do not constitute expenditures in accordance with accounting principles
generally accepted in the United States.

P. Estimates:

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

Cash, Deposits and I nvestments:

The City maintains a cash and investments pool for al funds except the Pension Trust and
Permanent Funds. Each fund's portion of the pool is disclosed in the statement of net assets
and balance sheet as cash and cash equivaents. The cash and investments of the other funds
enumerated above are held separately from the pooled City funds.

All deposits of the City are made in Council designated official depositories and are
collateralized as required by the Commonwealth of Virginia. The City may also establish
time deposit accounts, money market accounts, repurchase agreements, and certificates of
deposit.

Deposits: All bank balances, including the componert units, were covered by federal
depository insurance, commercial insurance or collateralized in accordance with the Virginia
Security for Deposits Act. Under the Act, banks holding public deposits in excess of the
amounts insured by the FDIC must pledge collateral in the amount of 50% of excess deposits
to a collateral pool in the name of the State Treasury Board. If any member financia
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institution whose public deposits are collateralized in accordance with the requirements of
the Act fails, the entire market value of the collateral pool becomes available to satisfy the
claims of governmental entities. If the value of the pool's collateral is inadequate to cover a
loss, additional amounts would be assessed on a pro rata basis to the members of the pool.
The State Treasury Board is responsible for monitoring compliance with the collateralization
and reporting requirements of the Act and for notifying local governments of compliance by
banks.

I nvestments:. Statutes authorize the City and the School Board to invest in obligations of the
United States or agencies thereof, obligations of the Commonwealth of Virginia or political
subdivisions thereof, obligations of the International Bank for Reconstruction and
Development (World Bank) and Asian Development Bank, commercial paper rated A-1 by
Standard and Poor's Corporation or R1 by Moody's Commercial Paper Record, bankers
acceptances, repurchase agreements and the State Treasurer's Local Government Investment
Pool (LGIP). The Pension Trust Fund is authorized to invest in common stocks.

Investments are categorized in the following tables to give an indication of the level of credit
risk assumed by the entity at year end. Category 1 includes investments that are insured or
registered or for which the securities are held by the entity or its safekeeping agent in the
entity's name. Category 2 includes uninsured and unregistered investments for which the
securities are held by the counterparty's trust department or safekeeping agent in the entity's
name. Category 3 includes uninsured and unregistered investments for which the securities
are held by the counterparty or by its trust department or safekeeping agent, but not in the
entity's name.
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Category Tota Fair
Penson Trud Fund: 1 2 3 Cogt Value
U.S. government and government agency securities 72069615 $ -3 -3 72,069615 $ 72,726,817
Corporate bonds and debentures
induding commercia paper, dassified &
cash and short term investments 206,956,505 - - 206,956,505 210,570,193
Common stocks 293,870,115 - - 293,870,115 261,460,001
572,896,235 $ - $ - 572,896,235 544,757,011
State Street Conservative Fund 38,666,913 92,209,752
State Street Globd Advisors Bond Market
Index Fund 50,103,436 62,581,419
Money market invesments induded
in cash and short-term investments 49,681,129 49,681,129
711,347,713 749,229,311
Less funds classified as cash equivaents 49,681,129 49,681,129
Total Invesments $ 661666584 $ 699,548,182
Primary Government:
Money market invesments induded
in cash and short-term investments
Commonwedth of VirginiaL.ocd Government $ 11,761,224 $ 11,811,649
Invesment Pool (MMMPF) 103,308,000 103,308,000
VirginiaAim Program 38,155,111 38,826,418
Virginia Sate Non-Arbitrage Program 4,549,283 4,757,885
Total Investments $ 157,773618_$ 158,703952
Catepry Fair
Companent Units. 1 2 3 Vaue
Repudeseagreamans - $ - $ 5080724 $ 5080724
U.S govarmat ad govanmat
aganoy sunities 28611576 82310 - 29443886
Comporatebondsand debentures
induding commerdd peper, dassifiec
ascath and shot-tam invedmants - 04979 - 04979
Mutuel Funck - 16387 - 16387
Commadd peper - 6,181,634 - 6,181,634
28611576 $ 793630 $ 5080,724 41627660
Sunins CapitdineMutue Fund 25572179
Toid componert Lnits $ 67,199839
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A reconciliation of the fair value of deposits and investments reported above to amounts
reported in the statement of net assets and the balance sheet is as follows:

Primary Component Units
Government Schod Boerd NRHA CB
Deposits $ B2273 % 15987213 $12941863 $ 2056998
Investments (induding restricted investments) 158703952 25572179  083W4 1753676
Cahonhand 690,339 05 1825 1,195

Totd $ 159704 $ 41560297 $52817672 $ 3811869

Per Exhibit 1:

Cahand cshenuivdats $ 173639314 $ 15983118 $24600445 $ 1489343
Investments 13531% 5521719 6998862 1753676
Redrricted ceshandinvesments 960454 - - -
Redtricted assets - - 21218365 568850

Totel 184,597,064 41560297 52817672 381189

Limited use was made of short-term repurchase agreement investment instruments during the
year. The Employees Retirement System invests in certain derivatives, including real estate
mortgage investment conduits and collateralized mortgage obligations. Investmentsin
derivatives with a cost of $62,935,882 and $76,754,976 and a market value of $64,841,773
and $77,397,858 were held at June 30, 2002 and 2001, respectively.

Property Taxes:

Local real property assessments are made under the direction of a City Assessor appointed by
the City Council. Action of the City Assessor may be appealed to a three-member Board of
Review appointed by the Chief Judge of the Circuit Court. Local properties of public service
corporations are assessed by the Commonwealth's Department of Taxation or the State
Corporation Commission. Certain persona property, machinery and tools, mobile homes and
airplanes are assessed by the Commissioner of the Revenue.

The City has the power to levy taxes on property located within its boundaries for payment of
its obligations without limitation as to rate or amount. Rates are established by the City
Council. The rates in effect for the year ended June 30, 2002, on each $100 of assessed value,
were $1.40 for rea property, $.18 for the Downtown Service District, $4.00 for personal
property, $2.00 for recreational vehicles, $4.00 for machinery and tools, $1.40 for mobile
homes, $2.40 for airplanes, $.01 for pleasure boats and $1.50 for business boats. Disabled
veterans pay a discount rate of $3.00 for personal property.
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The property tax calendar is asfollows:

Real Other than
Property Real Property

Lien date July 1 January 1
Levy date for existing property July 1 January 1
Levy date for real property improvement, October 1, January 1
new construction or newly acquired and April 1 Date of Acquisition
property
Due dates September 30, June 5 or 30 days

December 5, March after acquisition

31 and June 5

Collection dates On or before due date

In the event any installment of taxes on any of the above propertiesis not paid on or before
the due date, penalties and interest are assessed in accordance with the City Code.

The City Council may require the sale of real property in satisfaction of delinquent taxes,
pursuant to the provisions of Section 89, City Charter.

V. Accounts Receivable;

A. Unbilled Accounts Receivable:
Following is a summary by fund of unbilled accounts receivable recognized at June 30,

2002
Water Utility Fund $1,195,914
Wastewater Utility Fund 547,059
$1742.973

The associated revenue is included in net charges for services.
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B. Allowancesfor Uncollectible Accounts Receivable:

Allowances for uncollectible accounts receivable are generally established using
historical collection data, specific account analysis and subsequent cash receipts. The

alowances at June 30, 2002 are as follows:
Primary Government:

General Fund:
Taxes $ 15,580,000
Accounts 12,022,049
27,602,049
Special Revenue - Storm Water Fund 323,850
Water Utility Fund 2,434,170
Wastewater Utility Fund 718,073
Total - Primary Government $ 31,078,142

Component Units:

Norfolk Redevel opment and Housing Authority 26,988
Community Services Board 818,701
Total - Component Units $ 845,689

V. Notes Receivable;
Notes receivable, at June 30, are as follows:

Primary Government: General Fund
Lake Taylor Transitional Care Hospital
Outstanding portion of promissory notes related to general obligation
bonds issued for hospital improvement purposes which were assumed by
the City General Fund, due in accordance with the amortization schedules
for the bonds (see Note 1X). All of the hospital’s land, improvements,
buildings and fixtures and substantially all other assets are pledged as

collateral for the bonds. $ 632,200
WHRO (Hampton Roads Educational Telecommunications Association, Inc.) 166,867
Total — Primary Gover nment $ 799,067

Component Unit: Norfolk Redevelopment and Housing Authority $40,155,533
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V1. Due From Other Governments:

June 30, 2002

Amounts due from other governments, at June 30, are as follows:

Nonmajor Total Component Units
General Governmental Primary Norfolk
Fund Funds Government  Public Schools NRHA
Other:
Various grants/reimbursements $ - 3% - $ - 3 - $1814,774
Commonwealth of Virginia
Shared expenses 7,012,442 - 7,012,442 - -
Categorica aid 7,163,884 - 7,163,884 - -
Noncategorical aid 962,281 - 962,281 - -
Various grants - 4,604,269 4,604,269 6,498,479 -
Total -Commonwealth 15,138,607 4,604,269 19,742,876 6,498,479 -
Federa Government:
Various grants - 1,466,985 1,466,985 4,063,269 -
Total - Federal - 1,466,985 1,466,985 4,063,269 -
Total - Duefrom other gover nments
per Exhibit A-1 $15,138,607 $ 6,071,254 $21,209,861 $ 10,561,748 $ 1,814,774
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VII. Changesin Capital Assets.

A summary of changes in capital assets, at June 30, follows:

Primary Gover nment

Beginning Ending
Balance Additions Retirements Balance
Governmental activities
Land $ 26,366,614 $ 594482 $ (19482 $ 26,941,614
Buildings 467,484,806 9,321,132 (5,902,356) 470,903,582
Improvements other than buildings 20,917,736 100,000 (181,328) 20,836,408
Equipment 85,270,943 8,804,834 (8243123 85,922,704
Condgtruction in progress 15,993,745 15,856,493 (10,618,688) 21,231,550
Infrestructure 1,037,380,551 9,616,637 (1,792411) 1,045,204,777
Totasat higtorica cost 1,653414,395 44,383,628 (26,757,388) 1,671,040,635
Less accumulated deprediation
Buildings (172,215,282) (11,715,061) 4,609,797 (179,320,546)
Improvements other than buildings (9,120,843 (674,570) 181,329 (9,614,084)
Equipment (42,075,305) (7,856,018 7,904,080 (42,027,243
Infrastructure (494,406,215) (45,184,901) - (539,591,116
Totd accumulated depreciation (717,817,645) (65,430,550) 12,695,206 (770,552,989)
Governmentd activities capital assets, net $ 9355%,750  $ (21,046922) $ (14062182 $ 900,487,646
Busness-typeactivities
Land $ 40732221 $ 300000 $ - $ 41,032,221
Buildings and equipment 707,335,525 31,429,405 (769,290) 737,995,640
Totasat higtorical cost 748,067,746 31,729,405 (769,290) 779,027,861
Less accumulated depreciation for
buildings and equipment (114,648,022) (13,675,844 703,227 (127,620639)
Busnesstypeactivities
cepitd asts net $ 633419724 $ 18053561 $ (66063 $ 651,407,222

Judicid adminigration 277,697
Public sfety 4515488
Public works which indudesthe
depreciation of infragtructure assets 47,258,483
Hedlth and sanitation 398972
Culture and recregtion 7,296,449
Community development 362,577
In addition, depreciation on capitd assets
held by the City'sinternd servicefunds
(see pagel), is charged to the various functions
besed on their usage of the essts 359,304
Totd depreciation expense $ 65,430,550
Water Utility 9,388,706
Wastewater Utility 1,611,142
Parking 2,675,996
Totd depreciation expense 13,675,844
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Beginning Ending
Balance Additions Retirements Balance
Component Units:

Land $ 29,355,983 $ 5,668,726 $12,211,836 $ 22,812,873
Improvements 82,977,247 1,688,839 - 84,666,086
Buildings and equipment 148,567,259 19,573,455 1,406,023 166,734,691

Totals at historical cost 260,900,489 26,931,020 13,617,859 274,213,650
Less accumulated depreciation for
buildings and equipment (106,627,044) (14,812,452) (683,719) (120,755,777)

Component Units:
capital assets, net

$ 154,273,445 $12,118,568 $12,934,140

$ 153,457,873

Depreciation expense was charged to governmental activities as follows:

Education $ 6,692,957
Health and sanitation 162,752
Community development 8,640,462

Total depreciation expense $ 15,496,171

The following is a summary by fund of interest expense/revenue capitalized during the
fiscal year ended June 30, 2002:

Interest Interest Net

Expense Revenue Capitalized
Water Utility Fund $3,565,510 $(1,965,045) $ 1,600,465
Wastewater Utility Fund 1,259,469 (127,425) 1,132,044
Parking Fund 586,344 (187,412) 398,932

$5411,323 $(2,279,882) $ 3,131,441
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VIIl. Long-Term Obligations:

A. General Obligation and Revenue Bonds:

June 30, 2002

A summary of general obligation bond and revenue bond transactions for the fiscal year

ended June 30, 2002 follows;

Enterprise Funds

Public Water Wastewater Parking
Improvement Utility Utility Fecilities
Bonds Bonds Bonds Bonds

General obligation bonds outstanding

at July 1, 2001 $ 353917150 $ 51,922,584 $ 44,149,493 $ 18,456,019
Bonds retired (31,226,364) (7,130,956) (3,525,753) (2,640,172)
Bonds refunded (30,451,651) (8,132,060) (6,077,699) (1,928,590)
Bonds issued 56,056,902 8,352,561 16,600,528 2,003,869
Bonds outstanding at June 30, 2002 348,296,037 45,012,129 51,146,569 15,891,126
Unamortized (discount)/premium 1,309,687 (864,320) (19,889) (706,250)
General obligation bonds outstanding

June 30, 2002, adjusted for

unamortized (discount)/premium $ 349605724 $ 44147809 $ 51,126,680 $ 15,184,876
Revenue bonds outstanding at July 1, 2001 $ 271,950,000 $ - $ 85,290,000
Bonds retired (4,890,000) (1,010,000)
Bonds refunded (49,000,000) (2,705,000)
Bonds issued 61,000,000 -
Bonds outstanding at June 30, 2002 279,060,000 81,575,000
L ess unamortized discount (5,542,912) (3,910,258)
Revenue bonds outstanding at June 30, 2002,

adjusted for unamortized discount/premium $ 273517,088 $ - $ 77,664,742

In accordance with ordinances adopted by City Council, on July 1, 1988, the City
established a separate operating unit, the Lake Taylor Transitional Care Hospita,
formally the Hospital Authority of Norfolk (HAN), which operates Lake Taylor Hospital.
Under the terms of the related Agreement of Transfer, the City retained the liability for
Hospital Improvement General Obligation bonds. Simultaneously, HAN delivered
promissory notes to the City that is accounted for as notes payable to the General Fund.
The outstanding principal balance, at June 30, 2002, is $632,200.

The City entered into an agreement on April 13, 2000 to sell 2.1070 acres of land to
Hampton Roads Educational Telecommunications Association, Inc. (WHRO). WHRO
delivered a deed of trust note to the City that is accounted for as a payable to the General

Fund.
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Genera obligation bonds outstanding at June 30, 2002 are composed of the following
individual issues:

General Long-Term Obligation:

Public Improvement Bonds:

$1,500,000 public improvement bond issued July 11, 1989, due July
1, 2019, with interest payable annually on July 1 at 6.76 percent. $ 1,500,000

$88,641,817 public improvement serial bonds included as part of the
$140,665,000 bonds issued February 4, 1992, due in annual
installments varying from $3,774,577 to $5,646,139 through
February 1, 2005, with interest payable semiannually at rates
varying from 4.75 to 6.00 percent. The amount due is net of
$26,466,827 due from the February 1, 2006 through February 1,
2012, which was advance refunded with proceeds from the June 15,
1998, bond issue and, $11,342,926 due from February 1, 2003
through February 1, 2005 which was current refunded and called on
April 1, 2002 with proceeds from the February 1, 2002, bond issue.

$54,420,794 public improvement serial bonds included as part of the
$101,295,000 bonds issued March 2, 1993, due in annual
installments varying from $1,870,000 to $3,684,741 through
February 1, 2013, with interest payable semiannually at rates
varying from 4.50 to 5.50 percent. The amount is net of $9,358,725
due from February 1, 2008 through February 1, 2012, which was
advance refunded on February 13, 2002. 14,120,532

$20,835,766 public improvement serial bonds included as part of the
$29,065,000 bonds issued July 1, 1993, due in annua installments
varying from $268,826 to $2,193,616 through June 1, 2006, with
interest payable semiannually at rates varying from 4.00 to 5.00
percent. 7,519,944

$132,886,594 public improvement serial bonds included as part of the
$182,685,000 bonds issued March 17, 1994, due in annua
installments varying from $2,961,856 to $10,513,840 through June 1,
2013, with interest payable semiannually at rates varying from 4.30 to
5.40 percent. 81,870,779

$39,000,000 public improvement serial bonds included as part of the
$50,000,000 bonds issued May 1, 1995, due in annual installments
of $1,950,000 through June 1, 2013, with interest payable
semiannually at rates varying from 5.25 to 6.00 percent. The
amount due is net of $3,900,000 due from May 1, 2014 through May
1, 2015, which was advance refunded with proceeds from the June
15, 1998 bond issue and, $9,750,000 due from June 1, 2009 to June
1, 2013 which was advance refunded on February 13, 2002. 11,700,000
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$55,000,000 public improvement serial bonds included as part of the
$60,000,000 bonds issued March 1, 1996, due in annual installments
of $2,750,000 through June 1, 2016, with interest payable
semiannually at rates varying from 5.125 to 5.250 percent.

$34,975,000 public improvement serial bonds included as part of the
$43,975,000 bonds issued April 15, 1997, due in annua installments
of $1,750,000 through June 1, 2017, with interest payable
semiannually at rates varying from 5.250 to 5.375 percent.

$4,000,000 public improvement serial qualified redevelopment bonds
issued April 15, 1997, due in annua installments of $200,000 through
June 1, 2017, with interest payable semiannually at rates varying from
5.25t0 5.75 percent.

$67,111,792 public improvement serial bonds included as part of the
$93,520,000 bonds issued June 15, 1998 due in annual installments
varying from $1,765,305 to $5,932,667 through June 1, 2019 with
interest rates varying from 4.25 to 5.00 percent.

$2,560,000 public improvement seria qualified redevelopment bonds
issued September 15, 1998 due in annual installments of $130,000
through July 1, 2018, with interest payable semiannualy at rates
varying from 4.70 to 5.10 percent.

$11,700,000 public improvement serial bonds issued July 1, 1999 due
in annua installments of $585,000 through July 1, 2019 with interest
ratesvarying from 4.50 to 5.00 percent.

$4,000,000 public improvement serial qualified redevel opment bonds
issued July 1, 1999, due in annual installments of $200,000 through
July 1, 2019 with interest rates varying from 4.55 to 5.30 percent.

$7,000,000 public improvement serial qualified zone academy bonds
issued August 19, 1999, due in annual installments of $538,462
through August 18, 2012 with no stated interest.

$18,025,000 public improvement serial bonds issued July 15, 2000
due in annual installments varying from $804,583.90 to $800,138.70
through July 1, 2020 with interest rates varying from 5.00 to 5.25
percent.

$3,995,000 public improvement serial qualified redevel opment bonds
issued July 15, 2000 due in annua installments varying from
$200,000 to $195,000 through July 1, 2021 with interest rates varying
from 5.125 to 5.65 percent.

$3,637,170 public improvement serial qualified zone academy bonds

issued November 22, 2000, due in annual installments of $279,782.30
through November 22, 2013 with no stated interest.
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$1,062,830 public improvement serial qualified zone academy bonds
issued December 27, 2001, due in annual installments of $61,347.10
through December 27, 2015 with no stated interest. $ 858,860

$7,955,000 public improvement serial qualified redevelopment
bonds issued February 13, 2002, due in annua installments of
$400,000 to $355,000 through June 30, 2022, with interest payable
semiannually at rates varying from 3.00 to 5.00 percent. 7,955,000

$16,477,000 public improvement serial bonds included as part of
the $27,000,000 issued February 13, 2002, due in annua
installments of $1,350,000 through June 30, 2022, with interest rates
varying from 2.00 to 5.00 percent. 16,447,000

$30,796,042 public improvement serial bonds included as part of the
$47,200,000 issued February 13, 2002, due in annual installments of
$4,222,089 to $1,794,000 through June 30, 2013 with interest rates

varying from 2.00 to 5.00 percent. 30,796,042
Plus unamortized bond premium 1,309,687
Total general long-term obligation bonds outstanding $349,605,724

Enterprise Funds:

Water utility development bonds:

$34,217,243 public improvement serial bonds included as part of the
$140,665,000 bonds issued February 4, 1992, due in annual
installments varying from $1,459,521 to $2,115,088 through
February 1, 2005, with interest payable semiannually at rates
varying from 4.75 to 6.00 percent. The amount due is net of
$10,216,644 due from February 1, 2006 through February 1, 2012,
which was advance refunded with proceeds from the June 15, 1998,
bond issue and, $4,378,562 due from February 1, 2003 through
February 1, 2005 which was current refunded and called on April 1,
2002 with proceeds from the February 1, 2002, bond issue. -

$28,431,728 public improvement serial bonds included as part of the
$101,295,000 bonds issued March 2, 1993 due in annual
installments varying from $750,000 to $2,509,695 through February
1, 2013, with interest payable semiannually at rates varying from
4,50 to 5.50 percent. The amount due is net of $3,753,499 due from
February 1, 2008 through February 1, 2012, which was refunded on
February 13, 2002. 6,424,905

$5,347,960 public improvement serial bonds included as part of the
$29,065,000 bonds issued July 1, 1993, due in annuad installments
varying from $470,120 to $529,920, through June 1, 2006, with
interest payable semiannualy at rates varying from 4.00 to 5.00
percent. 1,930,160
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$27,484,371 public improvement serial bonds included as part of the
$182,685,000 bonds issued March 17, 1994, due in annua
installments varying from $867,707 to $2,718,730 through June 1,
2011, with interest payable semiannually at rates varying from 4.30 to
5.40 percent.

$10,692,696 public improvement serial bonds included as part of the
$93,520,000 bonds issued June 15, 1998 due in annua installments
varying from $6,521 to $1,402,071 beginning June 1, 2006 through
June 1, 2012 with interest rates varying from 4.25 to 5.00 percent.

$8,352,561 public improvement refunding bonds included as part of
the $47,200,000 refunding bonds issued February 13, 2002 due in
annual installments varying from $ $1,629,798 to $730,014
beginning January 01, 2003 through June 30, 2013 with interest
rates varying from 2.00 to 5.00 percent.

Water utility development bonds outstanding
L ess unamortized bond discount

Net water utility development bonds outstanding
Wastewater utility development bonds:

$6,450,000 public improvement serial bonds included as part of the
$140,665,000 bonds issued February 4, 1992, due in annual
installments varying from $275,122 to $398,697 through February 1,
2005, with interest payable semiannually at rates varying from 4.75
to 6.00 percent. The amount due is net of $1,925,852, due from
February 1, 2006 through February 1, 2012, which was advance
refunded with proceeds from the June 15, 1998 bond issue and,
$825,365 due from February 1, 2003 through February 1, 2005
which was current refunded and called on April 1, 2002 with
proceeds from the February 1, 2002, bond issue.

$10,775,133 public improvement serial bonds included as part of the
$101,295,000 bonds issued March 2, 1993, due in annual
installments varying from $500,000 to $569,210 through February 1,
2013, with interest payable semiannually at rates varying from 4.50
to 5.50 percent. The amount due is net of $2,502,333 due from
February 1, 2008 through February 1, 2012, which was advance
refunded on February 13, 2002.

$965,177 public improvement serial bonds included as part of the
$29,065,000 bonds issued July 1, 1993, due in annual installments
varying from $84,845 to $95,638 through June 1, 2006, with interest
payable semiannually at rates varying from 4.00 to 5.00 percent.

$11,111,446 public improvement serial bonds included as part of the
$182,685,000 bonds issued March 17, 1994, due in annua
installments varying from $265,464 to $786,497 through June 1, 2013,
with interest payable semiannually at rates varying from 4.30 to 5.40
percent.
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$11,000,000 public improvement serial bonds included as part of the
$50,000,000 bonds issued May 1, 1995, due in annual installments
of $550,000 through June 1, 2015, with interest payable
semiannually at rates varying from 5.25 to 6.00 percent. The
amount due is net of $1,100,000, due from May 1, 2014 through
May 1, 2015, which was advance refunded with proceeds from the
June 15, 1998, bond issue and, $2,750,000 due from June 1, 2009
through June 1, 2013 which was advance refunded on February 13,
2002. $ 3,300,000

$5,000,000 public improvement serial bonds included as part of the
$60,000,000 bonds issued March 1, 1996, due in annual installments
of $250,000 through June 1, 2015, with interest payable semiannually
at rates varying from 5.125 to 5.250 percent. 3,500,000

$9,000,000 public improvement serial bonds included

as part of the $43,975,000 bonds issued April 15, 1997, due in annual

installments of $450,000 through June 1, 2017, with interest payable

semiannually at rates varying from 5.250 to 5.375 percent. 6,750,000

$12,166,844 public improvement serial bonds included as part of the
$93,520,000 bonds issued June 15, 1998 due in annua installments
varying from $449,695 to $864,945 beginning June 1, 2000 through
June 1, 2015 with interest rates varying from 4.25 to 5.00 percent. 10,817,758

$10,553,000 public improvement refunding bonds included as part
of the $27,000,000 bonds issued February 13, 2002 due in annual
installments of $527,650 beginning in January 01, 2003 through
June 30, 2022 with interest rates varying from 2.00 to 5.00 percent. 10,553,000

$6,047,528 public improvement refunding bonds included as part of
the $47,200.000 refunding bonds issued February 13, 2002 due in
annual installments of $1,051,685 to $7,348 beginning in January
01, 2003 through June 30, 2013 with interest rates varying from 2.00

to 5.00 percent. 6,047,528
Wastewater utility development bonds outstanding 51,146,569
L ess unamortized bond discount 19,889
Net wastewater utility development bonds outstanding 51,126,680

Parking facilities development bonds:

$11,355,941 public improvement serial bonds included as part of the
$140,665,000 bonds issued February 4, 1992 due in annual
installments varying from $484,382 to $701,951 through February 1,
2005, with interest payable semiannually at rates varying from 4.75
to 6.00 percent. The amount due is net of $3,390,677 due from
February 1, 2006 through February 1, 2012, which was advance
refunded with proceeds from the June 15, 1998 bond issue and,
$1,453,147 due from February 1, 2003 through February 1, 2005
which was current refunded and called on April 1, 2002 with
proceeds from the February 1, 2002, bond issue. -
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$7,667,345 public improvement serial bonds included as part of the
$101,295,000 bonds issued March 2, 1993, due in annua
installments varying from $95,000 to $1,170,078 through February
1, 2013, with interest payable semiannually at rates varying from
4,50 to 5.50 percent. The amount is net of $475,443 due from
February 1, 2008 through February 1, 2012, which was refunded on
February 13, 2002.

$1,916,096 public improvement serial bonds included as part of the
$29,065,000 bonds issued July 1, 1993, due in annual installments
varying from $168,347 to $189,863 through June 1, 2006, with
interest payable semiannually at rates varying from 4.00 to 5.00
percent.

$11,202,590 public improvement serial bonds included as part of the
$182,685,000 bonds issued March 17, 1994, due in annua
installments varying from $172,680 to $1,321,182 through June 1,
2013, with interest payable semiannually at rates varying from 4.30 to
5.40 percent.

$3,548,668 public improvement serial bonds included as part of the
$93,520,000 bonds issued June 15, 1998 due in annua installments
varying from $2,164 to $465,316 beginning June 1, 2006 through June
1, 2012 with interest rates varying from 4.25 to 5.00 percent.

$2,003,869 public improvement bonds included as part of the
$47,200,000 refunding bonds issued February 13, 2002 due in
annual installments of $540,894 to $92,308 beginning on January
01, 2003 through January 1, 2013 with interest rates varying from
2.00t0 5.00 percent.

Parking facilities devel opment bonds outstanding
L ess unamortized bond discount

Net parking facilities development bonds outstanding

Net general obligation bonds outstanding

64

$1,825,171

691,549

7,821,869

3,548,668

2,003,869

15,891,126
706,250

15,184.876

$ 460,065,089




CITY OF NORFOLK, VIRGINIA
NOTESTO BASIC HNANCIAL STATEMENTS
June 30, 2002

Revenue bonds outstanding at June 30, 2002 are composed of the following individua issues:
Enterprise Funds:

Water utility revenue bonds:

$68,430,000 water revenue serial bonds issued November 1, 1993,

due in annual installments varying from $1,290,000 to $4,410,000

through November 1, 2023, with interest payable semiannually at

rates varying from 2.80 to 5.375 percent. $ 58,645,000

$115,680,000 water revenue serial bonds issued August 15, 1995, due
in annual installments varying from $1,820,000 to $7,910,000 through
November 1, 2025 with interest payable semiannually at rates varying
from 5.00 to 7.00 percent. 105,070,000

$84,605,000 water revenue serial bonds issued November 1, 1998,
due in annua installments varying from $1,365,000 to $5,285,000
through June 30, 2029, with interest payable semiannually at rates
varying from 4.00 to 5.125 percent. 80,345,000

$23,000,000 water revenue bond anticipation note issued June 14,
2001 and due October 1, 2001, with interest payable at maturity at
the rate of 3.2 percent. -

$26,000,000 water revenue bond anticipation note issued September
28, 2001 and due December 31, 2001, with interest payable at
maturity at the rate of 2.50 percent. -

$35,000,000 water revenue serial bond issued October 15, 2001, due
in annual installments of $580,000 to $2,150,000 beginning
November 1, 2002 through November 1, 2031, with interest payable

semiannually at rates varying from 4.00 to 5.00 percent. 35,000,000
Water revenue bonds outstanding 279,060,000
L ess unamortized discount 5,542,912
Net water utility revenue bonds outstanding 273,517,088

Parking facilities revenue bonds:
$54,450,000 parking revenue serial bonds issued February 1, 1997,
duein annual installments beginning in fiscal year 2000, varying from
$935,000 to $3,625,000 through February 1, 2027 with interest
payable semiannually at rates varying from 4.125 to 5.550 percent. 44,350,000

$17,475,000 parking revenue serial bonds issued February 15,1999,
duein annual installments beginning in fiscal year 2001, varying from
$305,000 to $1,085,000 through February 1, 2029 with interest
payable semiannually at rates varying from 4.00 to 5.00 percent. 14,220,000
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$28,040,000 parking revenue serial bonds issued October 1, 2000
due in annual installments beginning in fiscal year 2001, varying
from $185,000 to $5,115,000 through October 1, 2031 with interest
payable semiannually at rates varying from 5.50 to 5.67 percent. A
portion of the proceeds was used to advance refund $9,165,000 from
the Parking System Revenue Bonds, Series 1997 and $3,255,000
from Parking System Revenue Bonds, Series 1999. The bonds
refunded had maturity dates ranging from February 1, 2001 to
February 15, 2009. On March 7, 2002, $2,705,000, with maturing
dates ranging from February 1, 2028 through February 1, 2031,was

retired by a cash funded defeasance. $ 23,005,000
Parking facilities revenue bonds outstanding 81,575,000
L ess unamortized discount 3,910,258
Net parking facilities revenue bonds outstanding 77,664,742
Net revenue bonds outstanding $351,181,830

A summary of the requirements to amortize general obligation bonds at June 30, is as
follows:
Public Improvement Bonds
Year Ending June 30, Principal Interest
2003 32,461,743 16,747,733
2004 30,583,489 15,520,410
2005 30,329,734 14,088,055
2006 28,960,252 12,508,661
2007-2011 129,965,424 42,081,109
2012-2016 70,881,471 15,160,909
2017-2021 23,891,573 3,200,972
2022 1,222,350 61,118

Total $ 348,296,037 $ 119,368,966

General Fund revenue is used to satisfy general obligation bonds payable. Bonds
recorded in the enterprise funds are payable first from the revenue of the specific fundsin
which they are recorded; however, the full faith and credit of the City are pledged to the
payment of the principal and interest on all general obligation bonds.

The General Fund assumed a note payable on behalf of the former National Maritime
Center Authority and Holding Corporation of ILA Loca 1248. The note will be paid
according to the following schedule:

I.L.A. National Maritime Center Authority
Year Ending June 30, Principal Interest Year Ending June 30, Principal Interest
2003 $ 9589 $ 15175 200z $ 561,594 $ 138,406
2004 10,130 14,634 2004 605,563 94,437
2005 10,702 14,062 200t 653,411 46,589
2006 11,305 13,459 200€ 196,482 4,231
2007-2011 66,838 56,980 2007-2011 - -
2012-2016 87,948 35,872 2012-201€ - -
2017-2020 83,742 9,124 2017-202C - -
Total $ 280,255 $ 159,306 Total $ 2,017,050 $ 283,663
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Water revenue bonds are payable solely from the revenue of the Water Utility Fund. The
most restrictive covenant of the water revenue bonds requires the Water Utility Fund net
revenue not be less than the greater of (i) the sum of 1.1 times senior debt service and 1.0
times subordinated debt service for the fiscal year or (ii) 1.0 times the funding
requirements for transfers from the revenue fund to the operating fund, the bond fund, the
parity debt service fund, the debt service reserve fund, the subordinate debt service fund,
the repair and replacement reserve fund and the rate stabilization fund. Pursuant to the
terms of the revenue bond indenture, certain resources have been set aside for the
repayment of the revenue bonds. These resources are classified as restricted cash and
investments on the balance sheet because their use is limited by applicable bond
covenants.

Parking revenue bonds are payable solely from the revenue of the Parking Facilities
Fund. The most restrictive covenant of the parking revenue bonds requires the Parking
Facilities Fund net revenue not be less than the greater of (i) the sum of 1.25 times senior
debt service and 1.0 times subordinated debt service for the fiscal year and (ii) 1.0 times
the funding requirements for transfers from the revenue fund to the operating fund, the
bond fund, the parity debt service fund, the debt service reserve fund, the MacArthur
Center Garage reserve fund, the repair and replacement reserve fund, the surety bond
interest fund and the subordinate debt service fund. Pursuant to the terms of the revenue
bond indenture, certain resources have been set aside for the repayment of the revenue
bonds. These resources are classified as restricted investments on the balance sheet
because their use is limited by applicable bond covenants.

At June 30, the following defeased bonds from advance refundings are till outstanding:

Defeased In Original Issue Amount
1998 1995 $ 5,000,000
2002 1993 16,090,000
2002 1995 12,500,000

$ 33,590,000
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The detailed requirements to amortize general obligation bonds outstanding for the
Water Utility Fund, Wastewater Utility Fund, and Parking Facilities Fund, at June 30,
are presented in the tabulation that follows:

Year Ending Water Utility Fund Wastewater Utility Fund Parking Facilities Fund Total
June 30 Principal Interest Principal Interest Principal Interest Principal Interest

2003 7,193,139 2,126,466 3,960,161 2,516,573 3,084,548 743,907 14,237,848 5,386,946
2004 5,486,252 1,881,728 3,861,791 2,365,823 2,133,060 644,067 11,481,103 4,891,618
2005 5,406,905 1,625,625 3,845,181 2,177,478 2,097,772 543,885 11,349,858 4,346,988
2006 4,577,010 1,322,360 3,944,561 1,970,438 1,377,768 428,189 9,899,339 3,720,987
20072011 18,380,947 3,418,907 18,881,943 6,896,861 5,839,643 1,173,777 43,102,533 11,489,545
20122016 3,967,876 322,218 11,681,857 2,702,702 1,358,335 110,483 17,008,068 3,135,403
20172021 - - 4,443,427 647,844 - - 4,443,427 647,844
2022 - - 527,648 26,382 - - 527,648 26,382

$ 45012129 $ 10697304 $ 51146569 $ 19304102$ 15891126 $ 3644308 $ 112049824 $ 33645713

The detailed requirements to amortize water revenue bonds outstanding at June 30, are

presented in the tabulation that follows:
Year EndingJune 30, Principal Interest

2003 5,700,000 14,600,283
2004 5,955,000 14,336,043
2005 6,250,000 14,041,059
2006 6,580,000 13,713,374
2007-2011 38,250,000 63,214,261
2012-2016 49,505,000 51,965,190
2017-2021 64,735,000 36,719,909
2022-2026 75,580,000 16,843,090
2027-2031 24,355,000 2,926,434
2032 2,150,000 53,750

Total $279,060,000 $ 228,413,393

The detailed requirements to amortize parking revenue bonds outstanding at June 30, are

presented in the tabulation that follows:
Year EndingJune30, Principal Interest

2003 1,080,000 4,324,816
2004 1,155,000 4,274,056
2005 1,225,000 4,219,771
2006 1,310,000 4,162,196
2007-2011 8,395,000 19,799,870
2012-2016 11,685,000 17,307,840
2017-2021 15,145,000 13,844,015
2022-2026 19,705,000 9,271,173
2027-2031 21,875,000 3,592,087

Total $ 81,575,000 $ 80,795,824
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B. Changesin Long-Term Obligations:

A summary of changes in general long-term obligations, net of unamortized discounts
and premiums, at June 30, are as follows:

Primary Governmant Amounts
Begmirg Endng DueWithin
Bdae Addtions Radudions Bdae OeYex
GOVERNMENTAL ACTIVITIES
Bondsand notespayedle
Ganad ddligetion ot $ 3B3917150 $ 57366539 $ 616805 $ 3HeB4 $ 3R5P512
Nates 2754806 - 457500 229736 571184
Caoitd leesss 13082767 2183756 4221964 11044539 3783218
Tad bondsand notes peyaile 369,754,722 50560345 6636749 362758 3683914
Other lighlities
Vested Compeansated asanoss 11131175 8841,0% 8043952 11928319 8045000
Retiremant System Contriloution - 3821000 - 3821,000 3821000
Retiresslifeinsrance 1,095,000 - 105000 920000 110,000
Woarkes compastiondans 13103640 1,709019 - 14812650 4120254
Automahileand generd lighility dains 18549% - 86000 1,7689%6 807080
Landfill dosureand pod-doare aosts 6343000 - 446175 1847825 33800
Tatd aothe lisblities 33527310 14371115 12730127 316378 17296334
Govanmatd adivities
longrtem lichiilities 408282532 73921,460 79087626 398116366 54190248
Intamd Savice Funds
Caoitd leesss 24158 - 57879 183639 61,363
Vested Compensated ebsanoss 280973 172368 181,338 22008 181400
521 172368 230217 45060 20278
Tad Govermatd $ 4038065073 $ 7409388 $ OB $ 3IWE2B $ 54433006
BUINESSTYPEACTIVITIES
Bondsand notespayedle
Wae $ 32382584 ¢ 693B2H6L $ TBE0A8 $ 3W7EA8r 0 1288139
Wedaneter 44149493 16600528 9623341 51126630 3960161
Paking fadlities 103746019 2003869 12900270 P39618 4164548
Tad bondsand nates peyaile 471,768096 87966958 9808389 261641,1% 21017848
Compensated aosanoes 839409 830,712 712534 1067537 712,700
Othe BrHAT 461745 - 53020 2700000
Businesstype adivities
longrtem lichilities $ 473015052  $ 93789415 $ BB $ 4680804 24430548
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Amounts
Beginning Ending Due Within
Baance Additions Reductions Baance OneYear
COMPONENT UNITS
Bonds and notes payable:
School Board $ 434,149 $ - $ 38816 % 46,013 $ 46,013
NRHA 97,629,770 1,348,001 34438499 64,539,272 5,508,245
cBS - - - - -
Tota bonds and notes payable 98,063919 1,348001 34,826,635 64,585,285 5,554,258
Compensated absences 5,853,358 3203104 9,056,462 3,676,855
Other 1395659 466,755 34013 1.828.401 1,046,710
Component Units
long-term lighilities $ 105,312,936 $ 5,017,860 $ 34860648 % 75470148  $ 10,277,823

The City leases a building and certain computer, automotive maintenance, solid waste
automation and other heavy equipment, which are recorded at a cost of $24,961,377.
Additions to Capital Leases, in the fisca year ended June 30, 2002 of $2,183,756 consist
of additional borrowing by the General Fund.

The remaining debt service requirements, including interest at rates varying from 4.37%

to 7.26%, will be retired by funds from the General Fund on the aforementioned
contracts, as follows:

General I nternal
Year Ending Long-Term  Service
June 30, Obligations Funds Totals
2003 4,255,959 70,199 4,326,158
2004 3,647,261 70,200 3,717,461
2005 2,624,333 46,636 2,670,969
2006 1,137,150 12,445 1,149,595
2007 290,879 - 290,879
2008 6,667 - 6,667
Total minumum lease payments 11,962,249 199,480 12,161,729
Lessinterest (917,710) (15,791) (1933,501)
11,044,539 183,689 11,228,229
Less current portion (3,783,218) (61,358) (3,844,576)
$ 7261321 $ 122331 $ 7,383,653

The City closed its Campostella landfill site on June 30, 1992. State and federal laws
require the City to perform certain maintenance and monitoring activities at the site for
30 years after closure. The $1,847,825 reported as an obligation for landfill closure and
post/closure costs, at June 30, reflects the estimated total cost to perform these activities.

Actua costs may be higher due to inflation, changes in technology and/or changes in
laws.
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The Campostella landfill statistically exceeded groundwater protection standards in May,
2002. Until a remedy for corrective action is chosen and approved, $1,000,000 is
included in the liability for groundwater corrective action.

. Debt Limit:

The Commonwealth of Virginia imposes a legal limit of 10 percent of te assessed
valuation of taxed real property as a ceiling in the amount of genera obligation
borrowings, which may be issued by the City. At June 30, the City's debt limit is
$888,206,378, of which $424,560,517 is available for creation of additional debt. There
are no overlapping tax jurisdictions.

. Bonds Authorized and Unissued:

A summary of bonds authorized and unissued as of June 30, 2002 follows:
Projects Total

General obligation bonds authorized and unissued:

Genera capital improvement $ 7,994,253
Storm Water capital improvement 3,668,840
Wastewater utility development 16,310,207
27,973,30C

Revenue bonds authorized and unissued:
Water utility development 61,880,996
Parking development 15,223,429
77,104,425
Total $ 105,077,725

. Water Fund Liability:

A long-term liability of $2,609,292 has been recorded in the Water Utility Fund to reflect
over-recovery of revenue from a wholesale customer during fiscal years 2000, 2001 and
2002 under water service contracts. A receivable of $4,383,412 has aso been recorded
within the Water Utility Fund to reflect the under-recovery of revenue from wholesale
customers during the fiscal years 2000, 2001 and 2002 under water sales contracts.
Pursuant to the terms of the water contracts, billings to these customers were based on
budgeted Water Utility Fund capital and operating expenditures during the fiscal years.
The liability and receivable reflect the adjustments to billings based on the difference
between budgeted and actual expenditures (capital and operating).

In accordance with the water services contract, the fiscal year 2000 and 2001 portion of
the liability will be reduced in fiscal year 2003 through credits to the customer hillings.
Reductions to billings for the fiscal year 2002 liability will not be made until fiscal year
2005, after the calculation of the fiscal year 2003 adjustment. The receivables for the
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fiscal year 2000 and 2001 rate period are recoverable upon delivery of rate adjustment
receivables report to wholesale customers. The report was delivered in February 2002.
The fiscal year 2002 receivable will not be recoverable until fiscal year 2005, after
presentment of the fiscal year 2002 and 2003 rate adjustment receivables report.

Compensated Absences:

A liability for vested vacation and sick leave benefits is recorded as genera long-term

obligations. These benefits represent future obligations of the following funds and
component units:

Primary government:

General Fund $ 11,693,595
Storm Water Fund 141,877
Grants Fund 92,847

Total primary government $ 11,928,319
Component Unit - School Board $ 6,180,771
Component Unit - NRHA $ 2,283,392

Component Unit - CSB $ 592,269

Pension Plans:

The City and its component units participate in three defined benefit pension retirement
plans. These include the Employees’ Retirement System of the City of Norfolk (XI.A); a
Virginia Retirement System (VRS) plan administered for the benefit of Norfolk School
Board employees (X1.B); and one VRS plan administered for the benefit of state employees
in congtitutional offices. In addition, the School Board Component Unit has a defined
contribution plan.

A. Employees Retirement System of the City of Norfolk (System):
1. Plan Description

The Employees Retirement System of the City of Norfolk (System) is the
administrator of a single-employer noncontributory, defined benefit plan that covers
substantially all employees of the City, excluding School Board employees who are
covered by the Virginia Retirement System. The System provides retirement benefits
as well as death and disability benefits. All benefits vest after 5 years of creditable
service effective after January 1, 1997. Ad hoc cost-of-living adjustments
(“COLAS’) are provided at the discretion of the City Council. The System is
established by Section 37 of the Code of the City of Norfolk, Virginia 1979, as
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amended, 1997. The benefit provisions of the plan are also determined by this Code
section and may also be amended at the discretion of City Council. The System is
included as a Pension Trust Fund in the City’s financial statements and also issues a
separate publicly available financial report that includes financial statements and
required supplementary information for the System. That report may be obtained by
writing to Employees’ Retirement System of the City of Norfolk, City Hall Building,
810 Union Street, Norfolk, VA 23510.

. Funding Policy

Section 37 of the Code of the City of Norfolk, Virginia, 1979, as amended 1997
established the authority under which the City’s obligation to contribute to the plan is
established or may be amended. Contribution requirements are actuarially
determined at the end of each fiscal year and paid by the City in the ensuing year.
There was no contribution requirement to the pension plan for the year ended June
30, 2002, which was based on a (1.89) percent of covered payroll for genera
employees and 10.6 percent of covered payroll for public safety employees. This
negative percentage reduces the amount that would otherwise be required to be
contributed.

. Annual Pension Cost

For 2002, the System’'s annual pension cost was equal to the City’s required and
actual contribution of $0. The required contribution was determined as part of the
June 30, 2002 actuarial valuation using the projected unit credit cost method. The
amortization method used is level dollar closed. The actuarial assumptions included:
(@ 7.5% investment rate of return, compounded annualy; (b) projected average
salary increases of 5.35%, compounded annually (reflects an assumption of arange of
salary increases from 7.6% at age 20 to 4.6% at age 69), and () no cost-of-living
adjustments. Both (@) and (b) include an inflation component of 3.5%. The actuarial
value of assets was determined using techniques that smooth the effects of short-term
volatility in the market value of investments over a three-year period. The remaining
amortization period at June 30, 2002 was a weighted average of 14.7 years.

Three-Year Trend |nformation

Fiscal Year Annual Per centage of Net Pension
Ended Pension Cost APC Contributed Obligation

June 30, 2002 $ - 100% $ -

June 30, 2001 - 100%

June 30, 2000 - 100%
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B. School Board — Retirement Plans:
1. Plan Description —Virginia Retirement System (VRS)

The School Board contributes to the Virginia Retirement System (VRS), an agent and
cost sharing multi-employer defined benefit pension plan administered by the VRS.
All full-time, salaried permanent employees of the School Board must participate in
the VRS. Benefitis vest after five years of service. Employees who retire with a
reduced benefit at age 55, with at least five years of credited service are entitled to an
annual retirement benefit, payable monthly for life, in an amount equal to 1.7% of
their average final salary (AFS) for each year of credited service. Employees at age
50 with 30 years of credited service or age 65 with 5 years of credited service are
entitled to an annual benefit equal to 1.7% of AFS for each year of credited service.
In addition, retirees qualify for annual cost-of-living increases beginning in their
second year of retirement. AFS is defined as the highest consecutive 36 months of
salary. Benefits are actuarially reduced for retirees who retire prior to becoming
eligible for full retirement benefits. The VRS aso provides death and disability
benefits. Title 51.1 of the Code of Virginia (1950), as amended, assigns the authority
to establish and amend benefit provisions to the State legislature. The VRS issues a
publicly available comprehensive annual financial report that includes financial
statements and required supplementary information for VRS. A copy of that report
may be obtained by writing to VRS at P.O. Box 2500, Richmond, VA, 23218-2500.

2. Funding Policy

Plan members are required by Title 51.1 of the Code of Virginia (1950), as amended,
to contribute 5% of their annual salary to the VRS. The 5% member contribution has
been assumed by the School Board. In addition, the School Board is required to
contribute the remaining amounts necessary to fund its participation in the VRS using
an actuarial basis specified by the Code of Virginia and approved by the VRS Board
of Trustees. The School Board's professiona and nonprofessiona employees
contribution rates for the year ended June 30, 2002 were 9.24% and 6.98%,
respectively, of annual covered payroll. The School Board public school division's
contribution rates for the fiscal years ended June 30, 2002, 2001 and 2000 were
6.98%, 12.54% and 14.07%, respectively, of annua covered payroll. Contributions
to the VRS for the years ended June 30, 2002, 2001 and 2000 were $15,963,616,
$21,056,847 and $23,149,529, respectively - equal to the required contributions for
each year.

3. Annual Pension Cost

For 2002, the School Board's annual pension cost of $14,655,228 for professional
employees and $1,308,388 for non-professional employees was equal to the School
Board's required and actual contribution. The required contribution was determined
as part of the June 30, 2001 actuarial valuation using the entry age normal actuarial
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cost method. The amortization method used was level dollar closed. The actuaria

assumptions included: (a) 8% investment rate of return; (b) projected salary increases
that range between 4.5% and 6.1% per year, and (c) 3% per year cost-of-living
adjustmerts. Both (a) and (b) include an inflation component of 3%. The actuarial

value of the School Board's assets is equal to the modified market value of assets.

This method was determined using techniques that smooth the effects of short-term
volatility in the market value of investments over a five-year period. The remaining
amortization period is a weighted average of 17.5 years.

Trend information for the School Board is asfollows:

Fiscal Year Annual Per centage of Net Pension

Ended Pension Cost APC Contributed Obligation
June 30, 2002 $ 15,963,616 100% $ -
June 30, 2001 $ 21,056,847 100% -
June 30, 2000 $ 23,149,529 100% -

. School Board — Superintendent Defined Contribution Plan

The School Board adopted a separate retirement plan for the Norfolk Superintendent
of Schools in which the Superintendent could elect out of the VRS coverage under
Virginia Code Section 51.1-126.6. The School Board will make a fixed contribution
equal to 12.54% of the compensation earned by the participant during the plan year.
For any plan year commencing after June 30, 2001 in which the participant remains
an eligible employee, the School Board will make a fixed plan contribution on behal f
of the participant equal to his compensation earned for the plan year multiplied by a
percentage equal to the aggregate employer and employee percentage contribution
rate that would have applied to the participant for the plan year under VRS had the
participant not elected out. For the plan year, the School Board, at its discretion, may
contribute to the plan on behalf of the participant such additional amounts, if any, as
the School Board elects to contribute as a discretionary plan contribution. The total
annual additions made for the participant for any plan year will not exceed the lesser
of $35,000 or 25% of the participants compensation for the plan year. All
contributions will be fully vested and nonforfeitable when such plan contributions are
made.

The School Board is he administrator of the plan and Teachers Insurance and

Annuity Association is the trustee. Contributions for the year ended June 30, 2002
were fixed contributions of $17,911 and a discretionary contribution of $15,461.
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C. State Employees—Virginia Retirement System (VRS):
1. Plan Description

The City of Norfolk contributes to the Virginia Retirement System (VRS), an agent
and cost sharing multi-employer defined benefit pension plan administered by the
VRS. All full-time, salaried permanent state employees in the City’s five
constitutional offices must participate in the VRS. These offices include:
Commissioner of the Revenue, City Treasurer, Circuit Courts, Commonwealth’s
Attorney, and Sheriff and Jail. Benefits vest after five years of service. Employees
are eligible for an unreduced retirement benefit at age 65 with 5 years of service (age
60 with 5 years of service for participating law enforcement officers and firefighters)
and age 50 with 30 years of service for participating employers (age 50 with 25 years
of service for participating law enforcement officers and firefighters) payable
monthly for life in an amount equal to 1.7 percent of their average fina saary (AFS)
for each year of credited service. In addition, retirees qualify for annual cost-of-living
increases beginning limited to 5% per year in their second year of retirement. AFSis
defined as the highest consecutive 36 months of salary. Benefits are actuarialy
reduced for retirees who retire prior to becoming digible for full retirement benefits.
Participating law enforcement officers may receive a monthly benefit supplement if
they retire prior to age 65. The VRS also provides death and disability benefits. Title
51.1 of the Code of Virginia (1950), as amended, assigns the authority to establish
and amend benefit provisions to the State legislature. The VRS issues a publicly
available comprehensive annual financial report that includes financial statements and
required supplementary information for VRS. A copy of that report may be obtained
by writing to VRS at P.O. Box 2500, Richmond, VA, 23218-2500.

2. Funding Policy

Plan members are required by Title 51.1 of the Code of Virginia (1950), as amended,
to contribute 5% of their annual salary to the VRS. The 5% member contribution has
been assumed by the City. In addition, the City is required to contribute the
remaining amounts necessary to fund its participation in the VRS using an actuarial
basis specified by the Code of Virginia and approved by the VRS Board of Trustees.
The City’s contribution rate for the year ended June 30, 2002 was 1.50 % of annual
covered payroll. Contributions to the VRS for the year ended June 30, 2002 were
$ 1,376,803 equal to the required contribution.

3. Annual Pension Cost

For 2002, the City’s anual pension cost of $ 1,376,803 was equal to the City’s
required and actual contribution. The required contribution was determined as part of
the June 30, 2001 actuarial valuation using the entry age normal actuarial cost
method. The amortization method is level percent open. The actuarial assumptions
included: (a) 8% investment rate of return; (b) projected salary increases of 4.25% to
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6.10% per year, and (c) 3.0% per year cost-of-living adjustments. Both (a) and (b)
include an inflation component of 3%. The actuaria value of the City’s assets is
equal to the modified market value of assets. This method was determined using
techniques that smooth the effects of short-term volatility in the market value of
investments over afive-year period. The remaining amortization period is 12 years.

Trend information for the City VRS plan is asfollows:

Fiscal Year Annual Per centage of Net Pension
Ended Pension Cost ~ APC Contributed Obligation

June 30, 2002 $ 1,376,803 100%

June 30, 2001 1,466,823 100%

June 30, 2000 1,230,511 100%

Xl. Deferred Compensation Plan:

The City offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to al City employees, permits
them to defer a portion of their salary until future years. The deferral may be up to 25
percent of gross income up to a maximum of $8,000 per year. The deferred compensation
plan is not available to employees until termination, retirement, death or unforseeable
emergency.

The laws governing the City’s deferred compensation plan have been complied with
pursuant to the provisions of IRC Section 457. Accordingly, all assets of the plan are held
in trust for the exclusive benefit of the participants and their beneficiaries.

XI1. Interfund Receivable and Payable Balances:

The interfund receivable and payable balances at June 30, are as follows:

Receivables Payables
Primary Government:
General $ 1,968,535 $ 414,705
Capital projects 662 1,772
Nonmajor governmental funds: 420,315 160,193
Internal service funds: - 5
Total governmental activities $ 2,389,512 $ 576,675
Enterprise:
Water Utility $ 2,244,636 $ 1,061,750
Wastewater Utility 18,180 2,248,021
Parking Facilities - 629,094
Total businesstype activities $ 2,262,816 $ 3,938,865
Fiduciary: Agency Other $ 642 $ 137,430
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At June 30, the General Fund had a remaining advance receivable of $2,300,000 to the
Parking Facilities Fund, which will be repaid over the next three years.

At June 30, the CSB had payables to the primary government of $2,981.
Interfund Transfers:

The following interfund transfers occurred during fiscal year 2002:

Fund Hnancial Statements In Out
Governmental:
General $ 8,591,760 $ 62,014,515
Nonmajor governmental funds 64,321,385 2,898,630
Enterprise;
Water Utility - 8,000,000
$ 72,913,145 $ 72,913,145

The General Fund also transferred $83,882,544 to the School Board component unit,
$1,187,422 to the Norfolk Redevelopment and Housing Authority component unit and
$1,827,450 to the Community Services Board component unit during the fiscal year.
These amounts are reported as expenditures in the City’ s financial statements.

Recovered Costs:

Recovered costs in the Genera Fund consist of the following:

Employee hospitalization contributions $ 113,429
Information systems recoveries 1,243,529
Debt service recoveries 938,747
Administrative cost recoveries from Enterprise Funds 1,321,843
Other 6,390,712

$ 10,008,260

Other Liabilities:

Other liabilities, as presented in the Fund Financial Statements, consist of the following:

Governmental:
General Fund - Miscellaneous $ 472,747
Genera Fund - Risk financing liability 4,927,334
Payroll Agency Fund 2,133,425

7,533,506
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Other liabilities continued -

Enterprise:
Water Utility Fund - Due to other governments (long-term)  $ 2,609,292
Water Utility Fund— Due to other governments (current)

and miscellaneous 2,751,901
Wastewater Utility Fund - Miscellaneous 331,801
5,692,994
Internal Service:
Fleet Management Fund — Capital leases 122,331
Fiduciary:
Pension Trust Fund - Due to broker 36,847,073
Other Agency Funds 1,249,413
Commonwealth of Virginia 6,085
38,102,571

XVI. Supplemental Appropriations:

The following supplemental appropriations were made to the general fund operating
budgets during the fiscal year:

General Fund:
Approved FY 2002-2003 budget $ 613,110,746

Supplemental appropriations from additional revenue:

Reimbursement from the Commonwealth of Virginiafor street
maintenance projects 534,828

Supplemental appropriations from general fund fund balance:

Additional risk management reserve for the payment of worker's
compensation, claims and other expenses 1,560,000

To fund the increase of the capital improvement program budget

for commercial corridor areaimprovements 100,000
Total supplemental appropriations 2,194,828
Final budget $ 615,305,574
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XVII. Deferred Revenue:
Deferred revenue at June 30, totaling $17,399,522 is comprised of the following:

A. Deferred grant funding: In the Grants Fund, deferred revenue represents monies
accepted from a grantor using an advancement method for payments. The amount is
reduced and revenue is recorded when expenditures are incurred in accordance with the
grantors’ requirements. If expenditures are not incurred, the funds will revert back to the
grantors. In the Community Development Fund, the deferred revenue represents deferred
payment rehabilitation loans of $1,112,080. Deferred grant funding reported in the
combining financial statements for nonmajor governmental funds at June 30, comprise

the following:
Community development $ 1,112,080
Storm Water - deferred billings 239,705

Total primary government - Special Revenue Funds $ 1,351,785

B. Deferred property tax revenue: Deferred revenue in the General Fund, representing
uncollected tax billings not available for funding of current expenditures at June 30, 2002
is$14,144,798.

C. Notes Receivable: Deferred revenue in the General Fund, representing noncurrent notes
receivable not available for funding current expenditures at June 30, 2002, totas
$799,067.

D. Other: Certain items in the General Fund, representing prepaid and/or contributed
revenue that is not available for funding current expenditures at June 30, 2002, total
$1,103,872.

Norfolk Redevelopment and Housing Authority has deferred various unspent grants of
$4,677,705 at June 30, 2002.
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XVII1. Segment Information for Enterprise Funds:

CONDENSED STATEMENT OF NET ASSETS

Business-Type Activities

Waste- Parking
Water \Water Facilities Totals
Assets:
Current assets $ 36,092,661 $ 1,904,983 $ 4217158 $ 42,214,802
Internal balances 1,182,886 (2,229,841) (629,094) (1,676,049)
Restricted assets 30,368,984 10,809,099 8,735,401 49,913,484
Capital assets, net 429,567,086 96,175,356 125,664,780 651,407,222
Total assets 497,211 617 106,659,597 137,988,245 741,859,459
Liabilities:
Current liabilities 22,599,671 5,802,005 4,891,083 33,292,759
Current liabilities payable from restricted assets - - 2,033,238 2,033,238
Noncurrent liabilities 307,381,050 47,166,519 90,985,070 445,532,639
Total liabilities 329,980,721 52,968,524 97,909,391 480,858,636
Net assets:
Invested in capital assets, net of related debt 73,162,500 18,577,724 32,615,847 124,356,071
Restricted 29,380,416 10,778,560 6,702,163 46,861,139
Unrestricted 64,687,980 24,334,789 760,844 89,783,613
Total net assets $ 167,230,896 $ 53,691,073 $ 40,078,854 $ 261,000,823
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CONDENSED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

Business-Type Activities

Waste- Parking
Water Water Facilities Totals
Operating revenues (expenses):
Operating revenues $ 62,832,219 $ 13,534,728 $ 18,354,513 $ 94,721,460
Depreciation expense (9,388,706) (1,611,142) (2,675,996) (13,675,844)
Other operating expenses (29,021,458) (8,429,215) (7,309,883) (44,760,556)
Operating income (loss) 24,422,055 3,494,371 8,368,634 36,285,060
Nonoperating revenues (expenses):
Interest income, net of interest capitalized 849,446 17,874 73,212 940,532
Interest expense and fiscal charges (15,301,409) (1,271,245) (4,308,811) (20,881,465)
Other nonoperating revenue (expenses) (7,584,968) (67,533) (3,619) (7,656,120)
Capital contributions 70,510 284,077 - 354,587
Change in net assets 2,455,634 2,457,544 4,129,416 9,042,594
Beginning net assets 164,775,262 51,233,529 35,949,438 251,958,229
Ending net assets $ 167,230,896 $ 53,691,073 $ 40,078,854 $ 261,000,823
CONDENSED STATEMENT OF CASH FLOWS
Business-Type Activities
Waste- Parking
Water Water Facilities Totals
Net cash provided (used) by:
Operating activities $ 28,159,316 $ 5,707,775 $ 8,524,047 $ 42,391,138
Noncapital financing activities (8,000,000) - - (8,000,000)
Capital and related financeing activities (34,341,068) 492,701 (18,942,822) (52,791,189)
Investing activities 5,939,392 (6,226,458) 7,636,845 7,349,779
Net increase (decrease) (8,242,360) (25,982) (2,781,930) (11,050,272)
Beginning cash and cash equivalents 34,235,233 65,617 6,614,175 40,915,025
Ending cash and cash equivalents $ 25,992,873 $ 39,635 $ 3,832,245 $ 29,864,753

XIX. Commitments and Contingencies.

A. Capital Projects:

Commitments for completion of capital projects, authorized at June 30, are as follows:

Water utility development projects

Wastewater utility development projects

Parking facilities development projects
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B. Federal Grant Programs:

Federal programs in which the City participates were audited in accordance with the
provisions of the Single Audit Act Amendment of 1996 (the Act). Pursuant to the
provisions of the Act, all mgjor programs and certain other programs were tested for
compliance with applicable grant requirements. Additionaly, the federal government
may subject grant programs to additional compliance tests, which may result in
disallowed expenditures. In the opinion of management, future disallowances of
certain grant program expenditures, if any, would be immaterial.

XX. Litigation:
The City is a defendant in a number of lawsuits. Although it is not possible to determine
the final outcome of these matters, management and the City Attorney are of the opinion
that the ultimate liability will not be material and will not have a significant effect on the
City's financial condition.

XXI. Surety Bonds and I nsurance:

Surety Official Amount
Commonwealth of Virginia Sharon McDonald, Commissioner of the Revenue $  10,00C
ThomasW. Moss, Jr., City Treasurer 3,000,00C
Robert J. McCabe, Sheriff 30,00C
Albert Teich, Jr., Clerk of the Circuit Court 2,235,00C

State Farm Fire and Casualty

Company Thomas W. Moss, Jr., City Treasurer 200,00C
Commonwealth of Virginia All employees of the City Treasurer, Sheriff , Commissioner of

the Revenue, Commonwealth Attorney and Clerk of Court

Performance of Duty Bond 500,00C

City of Norfolk
Fiddlity and Deposit Company All City employees 100,00C

XXI1. Protected Self-insurance and Purchased Programs:

The City is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and, natural disasters. On
July 11, 1978, the City established a protected self-insurance program Fund, pursuant to an
ordinance adopted by City Council, to cover itself from these risks of losses. The program
provides for the payment of claims liabilities, property losses, and related expenses covered by
a combination of purchased insurance policies and self-insurance plans. The tota of insurance

premiums, self-insurance claims, and related expense payments made during fiscal year 2002
was $ 7,083,789.
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The City currently reports all these activities as part of the risk management function in the
general government section of the General Fund. Claims expenditures and liabilities are
reported when it is probable that a loss has occurred and the amount of that loss can be
reasonably estimated. The City has adopted Governmental Accounting Standards Board
Statement Number 10, “Accounting and Financial Reporting for Risk Financing and Related
Insurance Issues’ (GASB 10). At June 30, the amount of these liabilities, calculated under
GASB 10, was $16,581,654, of which $4,927,334 is reported as a current liability in the
General Fund and $11,654,320, is reported as a long-term liability. Liabilities are reported at
their present value, using the expected future investment yield assumption of five (5) percent.
These liabilities are the City’s best estimate based on currently available information.

Changes in the City’s claims liability amount in the fiscal years 2000 through 2002 is as
follows:

Unpaid Incurred Unpaid
Claims Claims Claims
Beginning and Changes Claims End of
Fiscal -year in Estimates Payments Fiscal -year
200C 12,764,000 5,486,778  (4,648,778) 13,962,000
2001 13,962,000 3,886,110  (3,889,475) 14,958,635
200z 14,958,635 7,295,386  (5,672,367) 16,581,654

The City has designated $1,940,000 of fund equity to provide for risks of loss and claims
payments that may not be fully covered by purchased insurance or annua budget
appropriations. There have not been any significant reductions in insurance coverage, and
settled claims have not exceeded coverage in any of the past three fiscal years.

The School Board also participates in the Program and its projected present value (5%)
liability at June 30, 2002 was $1,095,257. It also provides payments for its risks of loss
through a combination of purchased insurance policies and self-insurance plans. These
losses are funded through the Public Schools operating budgets and/or the City fund
balance designation.

XXII1.Jointly Governed Organizations:
A. Hampton Roads Regional Jail Authority (HRRJA):

HRRJA is a regiona organization which includes the cities of Hampton, Newport
News, Norfolk and Portsmouth, created for the purpose of providing, operating and
maintaining a regional jail facility for the correctional overflow from each community.
HRRJA is a primary government, with no component units, that is a body politic and
corporate created pursuant to Article 3.1, Chapter 3, Title 53.1 of the Code of Virginia,
as amended, and is governed by a twelve member Board of Directors, consisting of
three representatives appointed by each of the member cities. The budgeting and
financing of HRRJA are subject to the approval of the Board of Directors, with each
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individual having a single vote. HRRJA is responsible for its own financial matters,
maintains its own books of account and is audited annually by independent accountants
that it engages.

The participating governments do not have an equity interest in the Authority, and
accordingly, no equity interest has been reflected in the City’s financial statements at
June 30, 2002. Complete financial statements of HRRJA can be obtained from HRRJA.

B. Hampton Roads Planning District Commission (the Commission), a regiond
planning agency authorized by the Virginia Area Development Act of 1968, was
created by the merger of the Southeastern Virginia Planning District Commission and
the Peninsula Planning District Commission on July 1, 1990. The Commission
performs various planning services for the Cities of Chesapeake, Franklin, Hampton,
Newport News, Norfolk, Portsmouth, Poquoson, Suffolk, Williamsburg and Virginia
Beach, and the Counties of Gloucester, Isle of Wight, James City, Southampton and
York. Revenue of the Commission is received primarily from local governmental
(member) contributions and various state and federal grant programs.

The participating governments do not have an equity interest in the Commission, and
accordingly, no equity interest has been reflected in the City’s financial statements at
June 30, 2002. Complete financia statements of the Commission can be obtained from
the Commission.

C. Tidewater Transportation District Commission (TTDC), a political subdivision of
the Commonwealth of Virginia, was formed on May 9, 1973, as a joint exercise of
governmental power in accordance with provisions of Chapter 32 of Title 15.1 of the
Code of Virginia. TTDC provides public transportation facilities and services within
the Cities of Norfolk, Portsmouth, Virginia Beach, Chesapeake and Suffolk, Virginia.
Oversight responsibility is exercised by all of the participating localities through their
designated representatives. Responsibility for the day-to-day operations of TTDC rests
with professional management.

The participating governments do not have an equity interest in TTDC, and

accordingly, no equity interest has been reflected in the City’s financial statements at

June 30, 2002. Complete financia statements of TTDC can be obtained from TTDC.
XXIV. Joint Venture:

Southeastern Public Service Authority (SPSA):

SPSA is a joint venture of the Cities of Chesapeake, Franklin, Norfolk, Portsmouth,
Suffolk and Virginia Beach and the counties of Isle of Wight and Southampton, created
for the purpose of providing, operating and maintaining a regional system for the
collection, transfer, processing and disposal of solid waste refuse. SPSA is a primary
government, with no component units, that is a public body politic and corporate
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created pursuant to the Virginia Water and Sewer Authorities Act, and is governed by
an eight-member Board of Directors consisting of a representative appointed by each of
the member cities and counties. Budgeting and financing of SPSA is subject to the
approval of the Board of Directors with each representative having a single vote. The
Authority is responsible for its own financial matters, maintains its own books of
account and is audited annually by independent accountants that it engages.

In fiscal years 1990 and 1994, the City guaranteed $12,514,500 (54 percent of
$23,175,000) in refunding bonds, and interest thereon, issued by the SPSA. Under the
guaranty agreements, the City has agreed to make payments to the trustees for deposit
in reserve accounts, if necessary, to maintain in such accounts the sums of the amounts
of interest due on the next succeeding interest payment dates for the bonds and the
amounts required to pay principal of al the bonds maturing on the next July 1. The
City's allocable portion of the outstanding balance from the $23,175,000 Guaranteed
Subordinated Revenue Refunding Bonds, Series 1989 and the $10,485,000, Guaranteed
Subordinated Revenue Refunding Bonds, Series 1993 (refunding bonds) remains at 54
percent, with the remaining balance being due from neighboring localities as follows:
Chesapeake - 23 percent; Franklin - 2 percent; and Portsmouth - 21 percent. Should
SPSA perform any act that constitutes default under the bond indenture, the entire bond
principal could be considered due, and the City would be liable for its allocable portion
of the outstanding balances of the bonds at June 30. The participating governments do
not have an equity interest in the joint venture and, accordingly, no equity interest has
been reflected in the City's financial statements at June 30, 2002. Complete financial
statements of SPSA can be obtained from SPSA.

XXV. Related Organizations:

A. Norfolk Airport Authority, a political subdivision of the Commonwealth, was
created to operate an airport and to promote industrial growth and consists of both an
Airport Fund and an Investment Fund. The Airport Fund was established by the
Authority to account for the operations of the Norfolk International Airport (the
Airport). Revenue generated by airport operations is used to meet al operating
expenses and to provide for payment of all principal and interest on debt of the
Authority related to the Airport. The Investment Fund was established by the Authority
to provide for certain airport capital improvements. The Authority finances individual
capital projects by issuing bonds or obtaining loans and intergovernmental grants in its
own name and concurrently entering into leases which provide for payment of all
principal and interest on the related obligations as they become due. Revenue includes
rental income on nontairport property owned by the Authority and interest on
investments. The Authority's Commissioners are appointed by City Council but the
Commission designates its own management and has oversight responsibility for its
own fiscal matters. The City does not provide funds for the operations of the Authority
and, pursuant to Section 144(q) of the City Charter, the Authority is required to submit
its annual budget to the City Council for the purposes of information only. The City of
Norfolk has the option to reacquire, without consideration, title to all property and
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equipment after payment by the Authority of all obligations relating to the
improvements at the Airport.

B. The Economic Development Authority of the City of Norfolk (The Authority),
a political subdivision of the Commonwealth of Virginia, was created by ordinance of
the City of Norfolk in 1972, pursuant to the provisions of the Economic Development
and Revenue Bond Act of the Commonwealth of Virginia (Title 15.1, Chapter 33,
Section 15.1-1373, et seq., of the Code of Virginia (1950), as amended. It is authorized
to acquire, own, lease and dispose of properties to the end that such activities may
promote industry and develop trade by inducing manufacturing, industrial and
commercial enterprises to locate or remain in the City and further the use of the
Commonwealth's agricultural and natural resources. The Authority is empowered by
the Commonwealth to authorize industrial development bonds and confer tax-exempt
status on interest paid to financia institutions. The Authority acts as an intermediary
between financial institutions and borrowers; it has no responsibility for borrowers
debt. Although Commissioners are appointed by City Council, the Commission
designates its own management, which is self-sustaining, maintains its own books of
account, engages its own independent accountant, and receives its revenue from
administrative fees charged to borrowers.

C. The Chryder Museum, Inc. (the Museum), a Virginia nonstock, not-for-profit
organization, was formed on January 1, 1980 by incorporating the Chrysler Museum at
Norfolk. The main purpose of the Museum is the advancement, encouragement and
promotion of the study and appreciation of art. The Museum designates its own
management, which is self-sustaining, maintains its own books of account, engages its
own independent accountant, and receives its revenue from administrative fees charged
to visitors and from other independent grants.

XXVI. Adjustment to Beginning Net Assets and Fund Balances:

The beginning fund balance in the fund financial statements has been adjusted in order
to recognize grant and other revenues that had previously been deferred due to purpose
restrictions.  Governmental Accounting Standards Board (GASB) Statement No. 33
Accounting and Financial Reporting for Nonexchange Transactions requires grant
revenues with purpose restrictions to be recognized as revenue and shown as restricted
net assets.

Adjustment to beginning fund balance was calculated as follows:

Balance June 30, 2001 $
Grant revenues recognized and classified

as restricted net assets 15,022,757
Balance July 1, 2001 $ 15,022,757
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XXVII. Subsequent Events:

On October 30, 2002, the City issued $74,490,000 in General Obligation Capital
Improvement and Refunding Bonds, Series 2002B. Taking advantage of low interest
rates, the City refunded $39,890,000 in Capital Improvement Bonds issued in 1993,
1994, and 1995. Approximately $2,669,000 in present value savings will be realized as
aresult of this refunding. The remaining $34.6 million will be used to fund cashflow
needs for the City’s capital improvement projects.

REQUIRED SUPPLEMENTARY INFORMATION
Schedule of Funding Progress for Retirement Plans- UNAUDITED

Unfunded
(Overfunded)

Actuarial Actuarial Actuarial Actuarial UAAL asa

Valuation Value of Accrued Accrued Funded Covered per centage of
CITY - EMPLOYEESRETIREMENT SYSTEM

June 30,2000 $ 826,400,000 $ 628,200,000 $ (198,200,000) 131.6% $ 129,900,000 -152.6%

June 30, 2001 838,100,000 742,600,000 (95,500,000) 112.9% 144,200,000 -66.2%

June 30, 2002 798,100,000 784,700,000 (13,400,000) 101.7% 150,700,000 -8.9%
CITY -VRSEMPLOYEES

June 30,1999 $ 18,130,796 $ 15,627,179 $ (2,503,617) 116.0% $ 16,921,005 -14.8%

June 30, 2000 21,754,238 15,347,849 (6,406,389) 141.7% 17,288,619 -37.1%

June 30, 2001 25,266,967 18,096,180 (7,170,787)  139.6% 18,449,050 -38.9%

SCHOOL BOARD COMPONENT UNIT - VRS NON-PROFESSIONAL EMPLOYEES

June 30, 1999 $ 43,391,826 $ 43,742,383 $ 350,557 99.2% $ 11,918,607 2.9%
June 30, 2000 49,502,443 42,050,777 (7,451,666) 117.7% 11,993,455 -62.1%
June 30, 2001 53,531,426 45,658,667 (7,872,759)  117.2% 12,481,590 -63.1%
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Positive
Original Final (negative)
Budget Budget Actual Variance
Revenue from local sources:
General property taxes:
Real property taxes $112,676,443 $112,676,443  $113,121,739 $ 445,296
Real and personal public service
corporation property taxes 9,429,180 9,429,180 9,742,478 313,298
Personal property taxes 33,000,000 33,000,000 26,753,879 (6,246,121)
Mobile home taxes 30,954 30,954 16,665 (14,289)
Machinery and tools taxes 6,773,286 6,773,286 6,919,074 145,788
Penalties and interest 2,335,804 2,335,804 2,624,158 288,354
Total general property taxes 164,245,667 164,245,667 159,177,993 (5,067,674)
Other local taxes:
Local sales and use taxes 26,875,275 26,875,275 25,545,025 (1,330,250)
Consumers' utility taxes 37,906,250 37,906,250 39,094,123 1,187,873
Business license taxes 17,593,138 17,593,138 18,644,013 1,050,875
Franchise license taxes 1,700,000 1,700,000 1,772,930 72,930
Cable television franchise taxes 1,600,000 1,600,000 1,680,831 80,831
Motor vehicle license taxes 3,383,144 3,383,144 3,635,347 252,203
Bank stock taxes 1,100,000 1,100,000 1,248,786 148,786
Recordation and wills taxes 647,800 647,800 866,937 219,137
Tobacco taxes 3,900,000 3,900,000 4,279,719 379,719
Admission and amusement taxes 3,250,000 3,250,000 3,949,356 699,356
Hotel and motel room taxes 4,500,000 4,500,000 4,928,271 428,271
Restaurant food taxes 18,848,000 18,848,000 19,287,924 439,924
Estate probate taxes 35,100 35,100 33,315 (1,785)
Emergency 911 taxes 4,045,105 4,045,105 3,814,449 (230,656)
Short term rental tax 150,000 150,000 173,166 23,166
Total other local taxes 125,533,812 125,533,812 128,954,192 3,420,380
Permits, privilege fees and regulatory licenses:
Animal licenses 41,800 41,800 54,031 12,231
Permits and other licenses 3,347,786 3,347,786 2,645,711 (702,075)
Total permits, privilege fees
and regulatory licenses 3,389,586 3,389,586 2,699,742 (689,844)
Fines and forfeitures 1,583,433 1,583,433 1,548,657 (34,776)
Use of money and property
Use of money 3,850,600 3,850,600 2,589,736 (1,260,864)
Use of property 5,385,433 5,385,433 5,641,269 255,836
Total use of money and property $ 9,236,033 $ 9,236,033 $ 8,231,005 $ (1,005,028)
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General Fund
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Positive
Original Final (negative)
Budget Budget Actual Variance
Revenue from local sources (continued):
Charges for services:
Information system charges $ 7,200 $ 7,200 $ 6,200 $ (1,000)
Court costs 121,372 121,372 126,405 5,033
High constable fees 510,000 510,000 465,187 (44,813)
Charges for:
Law enforcement and traffic control 320,116 319,616 292,093 (27,523)
Fire and rescue services 1,837,039 1,837,039 1,527,491 (309,548)
Correction and detention 159,981 159,981 118,675 (41,306)
Other protection 54,500 54,000 75,316 21,316
Maintenance of highways, streets,
bridges and sidewalks 234,000 234,000 62,637 (171,363)
Sanitation and waste removal 8,110,988 8,110,988 7,057,616 (1,053,372)
Parks and recreation 1,465,075 1,465,075 1,283,177 (181,898)
Library 72,875 72,875 106,575 33,700
Planning and community development 24,526 24,526 32,229 7,703
Education 2,712,500 2,712,500 2,905,150 192,650
Insurance 150,000 150,000 100,000 (50,000)
Total charges for services 15,780,172 15,779,172 14,158,751 (1,620,421)
Miscellaneous:
Payment in lieu of taxes from
other localities/authorities 3,969,817 3,969,817 3,885,803 (84,014)
Miscellaneous 475,916 476,916 722,407 245,491
Total miscellaneous 4,445,733 4,446,733 4,608,210 161,477
Recovered costs:
Courts 279,818 279,818 162,479 (117,339)
Maintenance of general buildings
and grounds 1,419,186 1,419,186 1,347,775 (71,411)
Parks and recreation 8,974 8,974 5,236 (3,738)
General services 7,966,838 7,966,838 8,803,207 836,369
General administration 300,000 300,000 278,092 (21,908)
Total recovered costs 9,974,816 9,974,816 10,596,790 621,974
Total revenue from local sources $334,189,252 $334,189,252 $329,975,340 $ (4,213,912)
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Positive
Original Final (negative)
Budget Budget Actual Variance
Revenue from the Commonwealth:
Noncategorical aid:
ABC profits $ 594,210 $ 594,210 $ 637,182 $ 42,972
Wine taxes 351,728 351,728 330,402 (21,326)
Rolling stock taxes 181,298 181,298 171,214 (10,084)
Mobile home titling taxes 25,000 25,000 15,051 (9,949)
Rental of passenger car taxes 2,400,000 2,400,000 2,528,346 128,346
Local law enforcement 13,237,135 13,237,135 12,085,429 (1,151,706)
Grantors' tax on deeds 213,500 213,500 323,023 109,523
Commonwealth of Va. Special Rev. 49,188 49,188 - (49,188)
State share - personal property taxes 7,682,000 7,682,000 15,144,570 7,462,570
Total noncategorical aid 24,734,059 24,734,059 31,235,218 6,501,159
Shared expenses:
Commonwealth's Attorney 2,131,555 2,131,555 2,078,557 (52,998)
City Sheriff 13,349,444 13,349,444 13,381,408 31,964
Commissioner of the Revenue 611,772 611,772 599,508 (12,264)
City Treasurer 634,700 634,700 587,875 (46,825)
Medical Examiner 5,900 5,900 6,000 100
Registrar/Electoral Board 80,537 80,537 - (80,537)
Total shared expenses 16,813,908 16,813,908 16,653,347 (160,561)
Public assistance:
Public assistance grants 14,451,438 14,451,438 13,398,892 (1,052,546)
Social services administration 16,907,004 16,907,004 18,668,933 1,761,929
Total public assistance 31,358,442 31,358,442 32,067,825 709,383
Education:
State sales tax 27,980,568 27,980,568 26,206,115 (1,774,453)
State school funds 125,697,300 125,697,300 122,356,469 (3,340,831)
Total education 153,677,868 153,677,868 148,562,584 (5,115,284)
Other categorical aid:
Street construction and maintenance 14,557,442 15,092,270 15,681,562 589,292
Group life insurance 39,300 39,300 24,083 (15,217)
Retirement - other state employees 37,900 37,900 40,234 2,334
Social security - other state employees 318,520 318,520 307,157 (11,364)
State library grant 1,881,037 1,881,037 1,895,764 14,727
Juvenile facilities 1,818,974 1,818,974 1,804,356 (14,618)
Local adult correctional facilities 4,145,000 4,145,000 4,050,448 (94,552)
Recordation tax 690,217 690,217 578,603 (111,614)
Total other categorical aid 23,488,390 24,023,218 24,382,205 358,987

Total revenue from the Commonwealth ~ $250,072,667 $250,607,495 $252,901,179 $ 2,293,684
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Positive
Original Final (negative)
Budget Budget Actual Variance
Revenue from the federal government:
Categorical aid for education $ 5,480,000 $ 5,480,000 $ 7,189,223 $ 1,709,223
Categorical aid - other 88,827 88,827 69,980 (18,847)
Total revenue from the federal government 5,568,827 5,568,827 7,259,203 1,690,376
Total revenue 589,830,746 590,365,574 590,135,722 (229,852)
Other financing sources:
Proceeds from sale of land 750,000 750,000 160,468 (589,532)
Rollover from last year 14,530,000 16,190,000 16,290,000 100,000
Operating transfer from utility funds 8,000,000 8,000,000 8,000,000 -
Total other financing sources 23,280,000 24,940,000 24,450,468 (489,532)
Total revenue and other
financing sources $613,110,746  $615,305,574  $614,586,190 $ (719,384
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CITY OF NORFOLK, VIRGINIA
Schedule of Expenditures, Budget and Actual

General Fund

For the Year Ended June 30, 2002

Exhibit E-2

Function, Activity and Element
General government administration:
Legislative:
City Council
City Clerk
Total legislative

General and financial administration:
City Manager
Office of Budget and Management
Human Resources
City Attorney
External auditor
City Auditor
Commissioner of the Revenue
City Real Estate Assessor
City Treasurer
Director of Finance
City Controller
Retirement administration
Purchasing Agent
Membership and dues
Records management
System development support
Information Systems
Indirect costs - storehouse
Operational savings
Gainsharing
Municipal Parking
Total general and financial administration

Board of Elections:
Electoral Board and officials
Registrar
Total board of elections
Total general government administration

Judicial administration:
Courts:
Circuit Court
Juvenile and Domestic Relations Court
District Court
City Sheriff
Total courts

Commonwealth's Attorney
Total judicial administration

Public safety:
Law enforcement and traffic control:
Department of Police
City Sheriff
Total law enforcement and traffic control

Positive

Original Final (negative)
Budget Budget Actual Variance
$ 277691 % 288,630 $ 286,724  $ 1,906
698,725 763,359 759,367 3,992
976,416 1,051,989 1,046,090 5,899
1,049,290 1,145,972 1,139,118 6,854
663,458 739,600 695,420 44,180
2,946,907 3,168,999 3,133,586 35,413
2,309,068 2,611,260 2,582,326 28,934
205,000 205,000 205,500 (500)
382,543 336,236 336,194 42
2,297,609 2,633,373 2,550,444 82,929
1,118,552 1,257,888 1,247,697 10,191
1,680,067 1,939,715 1,844,774 94,941
453,279 526,728 510,165 16,563
855,190 914,557 911,399 3,158
300,385 345,489 285,769 59,720
353,540 412,882 408,541 4,341
56,116 56,116 56,116 -
142,956 151,641 151,350 291
930,000 962,250 944,538 17,712
5,594,054 6,196,439 5,984,972 211,467
139,160 139,160 107,015 32,145
250,000 250,000 250,000 -
741,000 593,397 527,548 65,849
1,317,600 1,317,600 1,346,200 (28,600)
23,785,774 25,904,302 25,218,672 685,630
93,841 98,143 92,350 5,793
400,058 418,401 393,704 24,697
493,899 516,544 486,054 30,490

$ 25,256,089 $ 27,472,835 $ 26,750,817 $ 722,018
$ 876,809 $ 881,204 $ 829,757 $ 51,447
96,168 96,168 74,481 21,687
683,796 732,063 714,454 17,609
1,769,167 1,844,932 1,832,936 11,996
3,425,940 3,554,367 3,451,627 102,740
3,679,303 3,707,511 3,668,141 39,370
7,105,243 7,261,878 7,119,768 142,110
42,623,120 45,616,792 45,153,918 462,874
23,227,446 24,120,544 23,951,139 169,405
65,850,566 69,737,336 69,105,057 632,279
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CITY OF NORFOLK, VIRGINIA Exhibit E-2

Schedule of Expenditures, Budget and Actual
General Fund
For the Year Ended June 30, 2002

Positive
Original Final (negative)
Budget Budget Actual Variance
Fire and paramedical services:

Department of Fire and Paramedical Services 24,242,086 26,760,039 26,759,375 664
Correction and detention - probation office 159,845 159,845 153,920 5,925
Other protection:

Civil Emergency Services 3,658,514 4,039,278 4,064,855 (25,577)

Radio and electronics 326,341 364,890 339,375 25,515

Community service programs - - - -

Norfolk interagency consortium - - - -

Total other protection 3,984,855 4,404,168 4,404,230 (62)
Total public safety $ 94,237,352 $101,061,388 $100,422,582 $ 638,806
Public Works:
Maintenance of highways, streets, bridges and sidewalks:

Administration $ 616,661 $ 627,296 $ 628,883 $ (1,587)

Highways, streets, bridges and sidewalks 4,363,393 8,586,293 8,577,871 8,422

Street lights 7,320,857 4,082,000 4,314,174 (232,174)

Bureau of Design 1,581,244 1,644,836 1,610,512 34,324

Traffic engineering 2,336,224 2,597,404 2,597,702 (298)

Surveys 658,966 696,677 684,632 12,045

Total maintenance of highways, streets,
bridges and sidewalks 16,877,345 18,234,506 18,413,774 (179,268)
Sanitation and waste removal - refuse collection 11,957,278 12,484,158 11,918,549 565,609
Maintenance of general buildings and grounds 12,358,806 12,640,324 12,732,644 (92,320)
Total public works 41,193,429 43,358,988 43,064,967 294,021
Public health and assistance:
Public health:

Local Health Department 3,152,616 3,152,616 3,085,032 67,584

Supplement of local health department 1,234,649 1,334,567 1,345,934 (11,367)

Vector control 533,788 581,637 513,489 68,148

Medical Center Planning Board 1,700 1,700 1,412 288

Total public health 4,922,753 5,070,520 4,945,867 124,653
Mental Health and Mental Retardation 1,878,981 1,878,981 1,878,981 -
Public assistance:

Public assistance - social services 41,893,022 42,573,391 41,750,770 822,621

State and local hospitalization 123,000 123,000 80,118 42,882

Foster homes 7,003,147 7,474,995 7,350,142 124,853

Total public assistance 49,019,169 50,171,386 49,181,030 990,356
Total public health and assistance $ 55,820,903 $ 57,120,887 $ 56,005,878 $1,115,009
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CITY OF NORFOLK, VIRGINIA Exhibit E-2

Schedule of Expenditures, Budget and Actual
General Fund
For the Year Ended June 30, 2002

Positive
Original Final (negative)
Budget Budget Actual Variance
Education $245,758,912  $245,758,912  $245,007,747 $ 751,165
Parks, recreation and cultural enrichment:
Parks and recreation:
Administration 249,140 282,079 273,476 8,604
Recreation centers and playgrounds 4,241,301 4,494,539 4,463,189 31,350
Parks and Forestry 5,355,944 5,676,661 5,618,702 57,959
Cemeteries 2,340,949 2,468,004 2,061,470 406,534
Total parks and recreation 12,187,334 12,921,283 12,416,836 504,447
Cultural enrichment:
Museums 2,520,484 2,584,644 2,608,472 (23,828)
Convention Center 3,372,390 3,643,607 3,624,915 18,692
Zoo 2,352,606 2,556,694 2,395,493 161,201
Metropolitan Park 279,162 259,326 254,438 4,888
Festevents 1,084,928 1,084,928 1,104,928 (20,000)
Friends of Fred Heutte 15,000 15,000 15,000 -
Norfolk Botanical Garden Society 995,000 995,000 995,000 -
Maritime Center 500,000 500,000 500,000 -
Total cultural enrichment 11,119,570 11,639,199 11,498,246 140,953
Library administration 5,085,221 5,362,333 5,366,809 (4,476)
Total parks, recreation and
cultural enrichment 28,392,125 29,922,815 29,281,891 640,924
Community development:
Director of City Planning 92,208 225,049 215,199 9,850
Community development 14,051,321 14,385,000 14,250,341 134,659
Communications and marketing 4,774,912 4,857,415 4,297,787 559,628
Chamber of Commerce 8,000 8,000 8,000 -
Innovative Group 5,000 5,000 5,000 -
Total community development $ 18,931,441 $ 19,480,464 $ 18,776,328 $ 704,136
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CITY OF NORFOLK, VIRGINIA
Schedule of Expenditures, Budget and Actual

General Fund

For the Year Ended June 30, 2002

Exhibit E-2

General services:
Contingent fund
Workers' compensation and medical expenses
Industrial Commission of Virginia
Medical College of Hampton Roads
Refunds chargeable to appropriations
Tidewater Transportation District Commission
Hospital insurance
Special purpose appropriation
Retirement benefit reserve
Unemployment compensation
NRHA administrative support
Total general services

Debt service:
Principal retirement of capital leases and
General obligation bonds
Interest
Fiscal charges
Bond issuance costs
Operating transfer to CIP
Total debt service

Total expenditures and other
financing uses

Positive
Original Final (negative)
Budget Budget Actual Variance
$ 12,262,096 $ 3,161,323 $ 104,569  $3,056,754
5,497,000 7,057,000 7,083,789 (26,789)
57,000 57,000 55,197 1,803
591,557 591,557 591,557 -
800,000 800,000 508,141 291,859
4,118,780 4,118,780 4,118,780 -
2,557,000 63,076 - 63,076
1,591,603 1,578,239 1,363,271 214,968
146,980 146,980 105,000 41,980
62,000 62,000 62,000 -
1,262,117 1,299,617 1,299,617 -
28,946,133 18,935,572 15,291,922 3,643,650
37,874,606 48,093,158 47,214,339 878,819
19,025,989 5,026,114 4,956,034 70,080
750 828,750 828,500 250
425,000 744,039 744,038 1
10,142,774 10,239,774 10,239,774 -
67,469,119 64,931,835 63,982,685 949,150
$613,110,746  $615,305,574 $605,704,586  $9,600,988
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CITY OF NORFOLK, VIRGINIA
Notes to Required Supplementary Information
Reconciliation of (hon-GAAP) Budgetary Basis to GAAP
June 30, 2002

General
Fund
Sources/inflows of resources:
Actual amounts (budgetary basis) "available for appropriation” from the Budget to
Actual Comparison Statement $ 614,586,190
Differences--budget to GAAP:
The effects of accounting for School Revenue as a Component Unit (159,035,034)
The effects of accounting for revenue on a modified accrual basis (15,633,925)
Proceeds from capital leases (2,183,756)
Transfers from other funds are inflows of budgetary resources but are not
revenues for financial reporting purposes (8,591,760)
The proceeds from the sale of the land are budgetary resources but are
regarded as a special item, rather than revenue, for financial reporting purposes (160,468)
Total revenues as reported on the Statement of Revenues, Expenditures, and
Changes in Fund Balances - Governmental Funds $ 428,981,247
Uses/outflows of resources:
Actual amounts (budgetary basis) "Total charges to appropriations” from the
Budget to Actual Comparison Statement $ 605,704,586
Differences--budget to GAAP:
The effects of accounting for School Revenue as a Component Unit (161,119,203)
The effects of accounting for expenditures on a modified accrual basis (3,151,533)
Encumbrances for supplies and equipment ordered but not received is reported in the year
the order is placed for budgetary purposes, but in the year the supplies are
received for financial reporting purposes 2,705,550
Transfers to other funds are outflows of budgetary resources but are not
expenditures for financial reporting purposes (61,492,954)
Total expenditures as reported on the Statement of Revenues, Expenditures, and
Changes in Fund Balances--Governmental Funds $ 382,646,446

There were no material violations of the annual appropriated budget for the General Fund for
the fiscal year ended June 30, 2002. In addition, there were no excesses of budgetary expenditures
for the period.
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Nonmajor Governmental Funds

Special Revenue Funds

The Special Revenue funds are used to account for specific revenues that are legally
restricted to expenditure for particular purposes. The individual special revenue funds
are:

Storm Water Fund — to account for the operations of the City owned storm water management
system

Grants Fund — to account for the receipt and disbursement of revenue from such sources as
federal and state agencies, adjacent municipaities, and the City matching funds and to finance
gpecia programs which may have reporting periods, not corresponding to the City’s fiscal year

Community Development Fund — to account for all entitlement funds received under Title 1 of
the Housing and Community Development Act of 1974

Nauticus — to account for revenues and expenditures associated with National Maritime Center
and USS Wisconsin

Expendable Trust Fund —to account for monies held by the City of Norfolk as a trustee

Capital ProjectsFund

The Capital Projects Fund is used to account for the financial resources used in the
acquisition, construction or renovation of major capital facilities of the City or the School
Board (other than those financed by the proprietary funds and trust funds).

Permanent Fund

The Permanent funds are used to report resources that are legally restricted to the extent
that only earning, not principal, may be used for purposes that support the reporting
government’s programs. The City’s permanent fund (norrexpendable trust) is used to
account for the perpetual care and endowed care at certain City-owned cemeteries.
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CITY OF NORFOLK, VIRGINIA

Combining Balance Sheet - Nonmajor Governmental Funds
June 30, 2002

Exhibit F-1

ASSETS

Cash and cash equivalents
Investments

Receivables, net

Due from other funds

Receivable from component unit
Receivable from other governments

Total assets

LIABILITIES
Vouchers/Accounts payable
Employee withholdings
Contract retainage
Accrued payroll
Due to other funds
Due to other primary government/
component units
Deferred revenue
Other liabilities
Total liabilities

FUND BALANCES
Reserved for:
Encumbrances
Perpetural care
Capital projects
Other
Special revenue
Unreserved:
Designated
Undesignated
Total fund balances
Total liabilities and fund balances

Permanent
Special Revenue Funds Debt Service Funds
Total Nonmajor
Storm Community Trust & Special Debt Service Cemetery Governmental
Water Grants Development Nauticus Agency Revenue Fund Funds Funds

$ 1,483,787 $ 3,599,322 $ 464,840 $ 137,855 $ 218,261 $ 5,904,065 $ - $ 4,799,427 $ 10,703,492
1,010,767 1,613,632 1,112,080 89,477 - 3,825,956 - 779,272 4,605,228
4,341 411,363 - 442 1,667 417,813 - 2,502 420,315
- 6,071,254 - - - 6,071,254 - - 6,071,254
$ 2,498,895 $ 11,695,571 $ 1,576,920 $ 227,774 $ 219,928 $ 16,219,088 $ - $ 5,581,201 $ 21,800,289
$ 54,889 $ 853,155 $ 121,818 $ 66,955 $ 7,766 1,104,583 $ - $ - $ 1,104,583
- 271,653 - (6,236) - 265,417 - - 265,417
48,558 55,287 - 38,036 - 141,881 - - 141,881

228 1,168 - 156,489 2,308 160,193 - - 160,193

- 2,630 343,022 - - 345,652 - - 345,652

239,705 - 1,112,080 - - 1,351,785 - - 1,351,785
343,380 1,183,893 1,576,920 255,244 10,074 3,369,511 - - 3,369,511
356,765 2,111,926 - - - 2,468,691 - - 2,468,691

- - - - - - - 5,581,201 5,581,201

1,683,676 - - - - 1,683,676 - - 1,683,676
7,443,065 7,443,065 - - 7,443,065

- 956,687 - - - 956,687 - - 956,687

115,074 - - (27,470) 209,854 297,458 - - 297,458
2,155,515 10,511,678 - (27,470) 209,854 12,849,577 - 5,581,201 18,430,778

$ 2,498,895 $ 11,695,571 $ 1,576,920 $ 227,774 $ 219,928 $ 16,219,088 $ - $ 5,581,201 $ 21,800,289
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CITY OF NORFOLK, VIRGINIA

Combining Statement of Revenues, Expenditures, and Changes in Fund Balance
Nonmajor Governmental Funds
For the Year Ended June 30, 2002

Exhibit F-2

REVENUES

Use of money and property

Charges for services

Miscellaneous

Intergovernmental:
Commonwealth of Virginia
Federal government

Total revenue

EXPENDITURES
General government administration
Judicial administration
Public safety
Public works
Health and public assistance
Cultural and recreational
Community Development
Debt Service:

Principal

Interest and other charges
Intergovernmental
Matured bonds and interest payable
Capital outlay

Total liabilities

Excess (deficiency) of revenue
over expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from sale of land

Proceeds from refunding of bonds
Payment to bond refunding escrow agent
Transfers in

Transfers out

Total other financing sources and uses

Net change in fund balances
Fund balances--beginning

Adjustment to beginning fund balances
Fund balances--ending

Debt Permanent
Special Revenue Funds Service Funds Total
Total Nonmajor

Storm Community Trust & Special Debt Cemetery Governmental

Water Grants Development Nauticus Agency Revenue Service Fund Funds Funds
59,378 93,199 $ 74,577 $ 2,930,120 $ 2,395 $ 3,159,669 $ - $ 283,737 $ 3,443,406
7,182,894 - - 217,131 - 7,400,025 - 146,360 7,546,385
22,727 7,457,360 63,849 - 191,392 7,735,328 - - 7,735,328
- 10,592,878 - - - 10,592,878 - - 10,592,878
- 9,728,796 7,432,839 - - 17,161,635 - - 17,161,635
7,264,999 27,872,233 $ 7,571,265 $ 3,147,251 $ 193,787 $ 46,049,535 $ - $ 430,097 $ 46,479,632
- 1,394,204 $ 218,945 $ - $ 184,612 1,797,761 $ - $ - $ 1,797,761
- 1,559,609 - - - 1,559,609 - - 1,559,609
- 3,064,235 222,655 - - 3,286,890 - - 3,286,890
5,150,206 6,984,254 25,859 - - 12,160,319 - - 12,160,319
- 15,529,064 642,582 - - 16,171,646 - 16,171,646
- 6,634,922 - 3,674,721 - 10,309,643 - 297,862 10,607,505
- - - - - - 31,177,249 - 31,177,249
- - - - - - 17,459,883 - 17,459,883
- 1,186,948 6,745,167 - - 7,932,115 - - 7,932,115
5,150,206 36,353,236 7,855,208 3,674,721 184,612 53,217,983 48,637,132 297,862 102,152,977
2,114,793 (8,481,003) (283,943) (527,470) 9,175 (7,168,448) (48,637,132) 132,235 (55,673,345)
- - 283,943 - - 283,943 - - 283,943
- - - - - - 30,451,561 - 30,451,561
- - - - - - (30,451,561) (30,451,561)
- 4,063,123 - 500,000 - 4,563,123 48,637,132 - 53,200,255
(2,306,870) (93,199) - - (2,395) (2,402,464) - - (2,402,464)
(2,306,870) 3,969,924 283,943 500,000 (2,395) 2,444,602 48,637,132 - 51,081,734
(192,077) (4,511,079) - (27,470) 6,780 (4,723,846) - 132,235 (4,591,611)
2,347,592 - - - 203,074 2,550,666 - 5,448,966 7,999,632
- 15,022,757 - - - 15,022,757 - - 15,022,757
2,155,515 10,511,678 $ - $ (27,470) $ 209,854 $ 12,849,577 $ - $ 5,581,201 $ 18,430,778
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| nternal Service Funds

Internal service funds are used to account for the financing of goods and services provided

by one department or agency to other departments or agencies of the government and to
other government units, on a cost reimbursement basis. The individual internal service
fundsare:

Storehouse Fund — to acquire and issue to the operating departments materials, parts, and
supplies which are used in the same form as purchased

Fleet Management Fund — to provide the operating departments with maintenance, repair and
service for the City fleet of vehicles, heavy equipment and miscellaneous machinery
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CITY OF NORFOLK, VIRGINIA

Combining Statement of Net Assets - Internal Service Funds

June 30, 2002

ASSETS
Current assets:
Cash and cash equivalents
Receivables, net
Internal balances
Inventories
Total current assets
Noncurrent assets:
Capital assets:
Buildings and equipment, net
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Vouchers/Accounts payable
Compensated absences
Accrued payroll
Bonds, notes, and loans payable
Total current liabilities
Noncurrent liabilities:
Compensated absences
Other long-term liabilities
Total noncurrent liabilities
Total liabilities

NET ASSETS
Invested in capital assets, net
of related debt
Unrestricted
Total net assets
Total liabilities and net assets

Fleet
Storehouse Management Total
$ 66,149 $ 2,139,019 $ 2,205,168
80 110,267 110,347
- ®) ®)
1,185,715 396,250 1,581,965
1,251,944 2,645,531 3,897,475
26,888 7,246,448 7,273,336
26,888 7,246,448 7,273,336
$ 1,278,832 $ 9,891,979 $ 11,170,811
$ 37,575 113,063 $ 150,638
25,045 156,293 181,338
7,593 51,817 59,410
- 61,358 61,358
70,213 382,531 452,744
5,894 84,771 90,665
- 122,331 122,331
5,894 207,102 212,996
$ 76,107 589,633 $ 665,740
26,888 7,062,759 7,089,647
1,175,837 2,239,587 3,415,424
1,202,725 9,302,346 10,505,071
$ 1,278,832 9,891,979 $ 11,170,811
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CITY OF NORFOLK, VIRGINIA Exhibit G-2
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
and Changes in Fund Net Assets - Internal Service Funds

For the Year Ended June 30, 2002

Fleet
Storehouse Management Total
Operating revenue:
Charges for services $ 2,369,169 $ 6,045,561 $ 8,414,730
Miscellaneous 840 2,924 3,764
Total operating revenue 2,370,009 6,048,485 8,418,494
Operating expenses:
Personal services 366,686 2,610,075 2,976,761
Cost of goods sold 1,960,462 2,924,233 4,884,695
Plant operations 7,721 107,178 114,899
Depreciation 15,958 343,346 359,304
Other 39,752 216,201 255,953
Total operating expenses 2,390,579 6,201,033 8,591,612
Operating income (loss) (20,570) (152,548) (173,118)
Nonoperating revenue (expenses):
Interest and investment revenue 3,156 38,817 41,973
Gain/(loss) on disposal of fixed assets - (280) (280)
Interest expense - (12,320) (12,320)
Miscellaneous expense - - -
Total nonoperating revenue (expenses) 3,156 26,217 29,373
Net income (loss) before
contributions and transfers (17,414) (126,331) (143,745)
Capital contributions - - -
Transfers in (out) - - -
Change in net assets (17,414) (126,331) (143,745)
Net assets--beginning 1,220,139 9,428,677 10,648,816
Net assets--ending $ 1,202,725 $ 9,302,346 $ 10,505,071
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CITY OF NORFOLK, VIRGINIA

Combining Statement of Cash Flows - Internal Service Funds

For the Year Ended June 30, 2002

Fleet
Storehouse Management Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 2,470,768 $ 6,111,873 8,582,641
Payments to suppliers (2,044,059) (3,424,511) (5,468,570)
Payments to employees (367,914) (2,594,501) (2,962,415)
Net cash provided (used) by operating activities 58,795 92,861 151,656
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal paid on capital debt - (57,879) (57,879)
Purchases of capital assets - (28,570) (28,570)
Net cash provided (used) by capital and
related financing activities - (86,449) (86,449)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments - - -
Interest and dividends 3,156 38,818 41,974
Net cash provided by investing activities 3,156 38,818 41,974
Net increase (decrease) in cash and cash equivalents 61,951 45,230 107,181
Cash and cash equivalents - beginning of the year 4,198 2,093,789 2,097,987
Cash and cash equivalents - end of the year $ 66,149 $ 2,139,019 2,205,168
Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities
Operating income (loss) $ (20,570) $ (152,548) (173,118)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Depreciation expense 15,958 343,346 359,304
Provision for bad debts - 65,553 65,553
Gain (loss) on disposal of assets - (280) (280)
Change in assets and liabilities:
Receivables, net 374 (7,438) (7,064)
Internal balances - (506) (506)
Inventories 100,385 5,273 105,658
Other assets/prepaid expenses (2,272) - (2,272)
Accounts/vouchers payables (26,259) (46,701) (72,960)
Accrued payroll (7,593) (51,817) (59,410)
Other liabilities (1,228) (62,021) (63,249)
Net cash provided by operating activities $ 58,795 $ 92,861 151,656
Noncash investing, capital, and financing activities:
Write-off of impaired fixed assets $ - $ (280) (280)
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CITY OF NORFOLK, VIRGINIA Exhibit H

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2002

Federal Granting Agency/Recipient CFDA Federal
Recipient State Agency/Grant program Number Expenditures

Department of Agriculture:
Direct Payments:
Food Stamp Program - Administration 10.561 $ 3,601,042
Pass-through Payments:
State Department of Agriculture:

National School Lunch Program (Commodities) 10.556 803,215
National School Breakfast Program 10.553 1,903,978
National School Lunch Program 10.555 6,849,278
USDA Summer Food Service Program (SFSP) 10.559 135,110

Department of Housing and Urban Development:
Direct Payments:

Community Development Block Grant 14.218 7,432,839
Emergency Shelter Grant - Administration 14.231 38,423
Planning Council 14.231 47,043
Ecumenical Family Services 14.231 43,912
St. Columbia Ministries 14.231 33,838
YWCA Shelter Program 14.231 57,019
The Haven Family Center 14.231 46,041
Homeless Prevention Program 14.231 23,425
Home Loan Program 14.239 602,753
Home Investment Partnership 14.239 752,393

US Department of the Interior
Pass-Through Payments:
Elizabeth River Trail 15.921 80,458

Department of Justice:
Direct Payments:
Community Oriented Policing Services:

COPS Grant 16.710 330,169
Police Accountability Grant 16.710 31,968
Bureau of Justice Grant 16.710 476,682
Bulletproof Vests Grant 16.607 8,358
Enhancing School Security 16.711 2)
Crime Prevention - Human Services 16.711 (2,686)
Federal Forfeiture - Special Police Grant 16.700 28,511
Juvenile Offender 16.523 5,971
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CITY OF NORFOLK, VIRGINIA

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2002

Federal Granting Agency/Recipient CFDA
Recipient State Agency/Grant program Number

Exhibit H

Federal
Expenditures

Pass-Through Payments:
Department of Criminal Justice Services:

Juvenile Accountability Incentive 16.523
Edward Byrne Memorial Grant 16.580
Post Traumatic Stress Program 16.540
Victim Witness Assistance Program 16.540
Family Probation Services 16.540
Weekend Incentive and Sanction 16.540
VSTOP Prosecutorial Project 16.540
School Resource Officer Program 16.540
Local Offndr Treatmt and Sprvsn (LOTS) 16.540
Norfolk Adolescent Sex Offend 16.203
Juvenile Sex Offender Prog 16.203
Safe Neighborhood Grant 16.609
School Abuse Support 16.730

Department of Labor:
Pass-Through Payments:

Transitional Aid to Needy Families 17.253
Job Training Partnership Act 17.250
SVJTA Job Training Grant 17.250
Local Partnership Grant 17.249

Department of Transportation:
Pass-Through Payments:
Virginia Port Authority 20.801

Federal Emergency Management Agency:
Federal Emergency Management Assistance (FEMA) 83.554
Ocean View Flood Mitigation 83.536

Department of Education:
Direct Payments:
School Assistance in Federally Affected Areas 84.041
Pass-Through Payments:
Department of Education:
Education Consolidation and Improvement Act of 1981:

Adult Education 84.002
Advanced placement 84.330
Title I:
Educationally Deprived Children-
Programs Operated by LEA's 84.010
Comprehensive School Reform Demonstration Progran 84.332A
Chapter I:
Evenstart Program 84.213
Title II:
Eisenhower Mathematics and Science Education 84.281

Safe Schools Act of 1994:
Safe Schools Grant 84.277
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85,690
5,555
17,500
121,502
74,449
47,889
38,058
31,677

(7,658)
47,637
7,034
23,404
47,963

158,526
732,991

44,283
272,843

41,700

56,380
375,000

6,284,370

315,289
4,900

8,797,446
25,510
105,551
260,236

2,175,304



CITY OF NORFOLK, VIRGINIA

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2002

Exhibit H

Federal
Expenditures

Federal Granting Agency/Recipient CFDA
Recipient State Agency/Grant program Number
Title VI:
Negligent Delinquent Children 84.010
Elementary and Secondary Education Act (ESEA):
Title VI-B:
Assistance to States for Education of Handicapped
Children:
Handicapped State Grants 84.027
Alternate Assessment 84.027
Silver Grant 84.027A
Handicapped Preschool Incentive Grant 84.173
Assistive Technology Grant 84.027A
Title IV-B:
Vocational Education:
Consumer and Homemaking 84.048A
Sub Teach Linkage 84.048
Occ Home Economics 84.048
313 Grant Part-H 84.027
Special Projects:
Drug Free Act 84.186
ESEA, Chapter II 84.298
Collaborative Personnel Training 84.323
Class Size Reduction Incentive 84.340
McKinney Homeless Assistance 84.196
Challenge Grant for Technology in Education 84.318
Goals 2000 84.276
Educate America Act - Goals 2000 84.276
Inservice Training - Goals 2000 84.276A
Smaller Learning Community 84.215L
School Emergency Response to Violence 84.184
Technology Literacy Challenge Fund 84.318
Inservice Training - Goals 2000 84.276
Reading Excellence 84.338
Refugee School Impact Grant 84.310
Department of Defense 84.010
Department of the Navy:
NJROTC 12.300
USS Wisconsin Grant 12.700
Department of Commerce:
Economic Development Administration:
EDA - Economic Adjustment Implementation (01-49-03642) 11.307
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120,025

5,270,947
350
42,404
292,541
990

964,245
390

195
14,667

716,177
314,699
23,409
1,494,025
19,304
63,416
65,688
257,889
18,415
114,975
17,762
720,185
2,568
638,414
7,634
722,180

182,673
(35,371)

185,479



CITY OF NORFOLK, VIRGINIA Exhibit H

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2002

Federal Granting Agency/Recipient CFDA Federal
Recipient State Agency/Grant program Number Expenditures
Department of Health and Human Services:
Pass-Through Payments:
Department of Mental Health and Mental Retardation:

HIV Councelors Grant 93.118 29,684
Mental Health - PATH 93.150 60,871
Family Support and Preservation - IV - B2 93.556 228,435
Temporary Assistance to Needy Families 93.558 4,145,372
Refugee and Entrant Assistance State Administered Prog 93.566 7,682
Local-Income Home Energy Assistance 93.568 83,234
Payments to States for Child Care Assistance 93.575 3,443,502
Child Care Development 93.596 2,459,874
Child Day Care 93.596 26,881
Foster Care - Title IV - E 93.658 3,410,208
Respite Care 93.658 14,084
Adoptive Assistance 93.659 464,104
Social Services Block Grant 93.667 2,843,882
Independent Living Initiative Program 93.674 51,120
VA Children's Medical Insurance Plan 93.767 28,701
Medical Assistance Program - Administrative 93.778 2,219,577
HIV/AIDS Grant 93.914 4,565,555
Mental Health FBG 93.958 147,989
Substance Abuse FBG 93.959 2,057,375
NCSB Early Intervention 93.959 64,397
Bon Secours Hospital 93.243 4,257
Sentara Health Systems 93.243 19,036
CHKD - Hospital-Based Eligibility 93.243 23,737
NICER N/A 255,591
NIC Pool Funds N/A 6,469
Detention Home Study N/A 13,500
City and Municiple Equality Grant N/A 40,719
Other local grants (not specified) N/A 154,475
Federal revenues for payment of Sheriff work force N/A 12,600
CSA Administration N/A 19,832

Totals
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CITY OF NORFOLK, VIRGINIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2002

1. General:
The accompanying schedule of expenditures of federa awards presents the activity of al
federal awards of the City. The City of Norfolk single audit reporting entity includes the
primary government, the School Board component unit and Community Services Board
component unit, and excludes the component unit of the Norfolk Redevelopment and
Housing Authority.

Federal awards not received through direct programs are passed through the departments and
agencies of the Commonwealth of Virginia.

2. Basisof Accounting:

The accompanying schedule of expenditures of federal awards is presented using the
modified accrual basis of accounting. Expenditures are recorded when the liability is
incurred or measurable. The related revenue is reported net of unexpended amounts returned
to grantors.

3. Relationship to the Basic Financial Statements:

General Fund $ 22,426,628
Specia Revenue Funds 17,161,635
Component Unit - School Board revenues
recognized in other funding sources 182,673
Component Unit - School Board 40,423,677
Component Unit - Other: Community Services Board 2,454,445
Total federal financial assistancereported in
basic financial statements 82,649,058

Federal awards not reported as revenue in
basic financial statements
Donated food 10,728
Total federal awards $ 82,659,786

Reconciliation to Exhibit A-3

Revenues from federal government $ 39,588,263
Revenues from Commonwealth of Virginia 93,743,347
Total intergovernmental revenue $ 133,331,610

Federal award revenue is reported in the City’s basic financia statements as follows:

4. Relationship to Federal Financial Reports:
Amounts reported in the accompanying schedule agree substantially with the amounts
reported in the federal financial reports except that certain federal financial reports are

prepared on the cash basis of accounting and the schedule of expenditures of federal awards
is prepared on the basis of accounting described in Note 2 above.
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CITY OF NORFOLK, VIRGINIA TABLEI

General Governmental Expenditures by Function (Unaudited)
Last Ten Fiscal Years

General Parks,
Government Judicial Health Recreation

Fiscal Admini- Admini- Public Public and Public and Cultural Community Debt

Year stration stration Safety Works Assistance Education Enrichment Development Service Total
1993 $ 31,380,193 $ 4,929,892 $ 70,032,905 $ 31,935466 $ 34,568,832 $ 206,822,218 $ 25,850,654 $ 8,976,996 $ 29,842,792 $ 444,339,948
1994 35,215,747 5,150,580 71,312,702 31,017,108 32,986,775 211,834,263 26,188,291 10,082,169 29,632,550 453,420,185
1995 36,917,111 6,126,662 76,472,235 32,650,627 35,014,726 214,978,211 26,339,849 13,984,263 38,203,355 480,687,039
1996 35,870,322 6,165,476 77,926,122 31,077,170 35,241,620 227,904,487 25,795,551 10,883,099 40,891,856 491,755,703
1997 36,720,966 6,752,504 85,920,183 26,352,551 35,429,802 229,932,404 33,077,355 13,732,616 45,740,591 513,658,972
1998 36,188,247 7,722,881 86,705,932 26,327,258 36,618,924 207,023,513 35,069,244 14,502,482 49,587,664 499,746,145
1999 35,434,071 7,391,037 89,995,173 28,876,783 40,489,774 215,462,984 39,324,139 16,539,497 45,684,622 519,198,080
2000 39,086,673 7,973,128 91,929,625 30,611,202 44,310,724 235,275,491 40,505,916 20,348,088 48,398,339 558,439,186
2001 40,735,804 6,512,446 107,955,580 44,737,728 37,181,572 244,598,970 29,567,789 16,365,845 51,121,038 578,776,772
2002 42,328,152 7,230,870 112,625,249 43,963,829 45,429,383 243,990,697 30,241,641 16,944,778 48,637,132 591,391,731
Notes:
1. This table includes General Fund, Debt Service Fund and School General Fund, which are the only funds financed by

the City's General Fund Operating Budget.

2. Debt services expenditures in this table include fiscal agent's charges in addition to the amounts itemized in Table X1.
3. This table excludes subsidies to the Lake Taylor Transitional Care Hospital for fiscal years 1994 and 1993 of $500,000 and $1,507,000.
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CITY OF NORFOLK, VIRGINIA

General Governmental Revenue by Source (Unaudited) - TABLE Il
Last Ten Fiscal Years

TABLEII, 1A

Permits,
Privilege
General Other Fees and Fines Use of Charges

Fiscal Property Local Regulatory and Money and for Recovered Inter-
Year Taxes Taxes Licenses Forfeitures Property Services Miscellaneous Costs Governmental Total
1993 $ 129,944,877 $ 89,727,888 $ 1,947,631 $ 1,422,143 $ 3,995253 $ 8,127,175 $ 2,326,083 $ 27,477,451 $ 168,220,440 $ 433,188,941
1994 132,861,311 96,577,238 2,002,224 1,361,968 4,343,099 9,326,722 2,693,680 34,323,156 165,388,053 448,877,451
1995 135,788,774 103,122,156 2,230,416 1,493,113 5,363,377 9,640,634 2,551,876 31,790,427 180,219,136 472,199,909
1996 139,635,344 103,292,568 2,018,502 1,373,753 7,399,907 10,976,586 2,947,168 34,587,209 184,672,967 486,904,004
1997 142,920,221 101,130,721 2,030,715 1,304,211 9,078,810 11,515,318 4,526,540 48,835,502 182,672,501 504,014,539
1998 147,227,814 106,499,321 2,079,831 1,772,497 7,622,862 13,079,828 6,168,450 14,467,686 198,223,686 497,141,975
1999 147,831,366 111,212,019 2,505,284 1,919,987 8,991,816 13,865,238 7,291,274 11,139,044 219,871,543 524,627,571
2000 152,061,598 119,106,596 2,942,853 1,660,692 9,581,176 13,163,379 4,490,174 12,337,518 245,158,349 560,502,335
2001 153,366,476 126,536,522 2,600,873 1,683,980 10,273,560 13,217,753 4,111,221 14,135,337 258,036,874 583,962,596
2002 159,512,496 127,262,071 2,699,765 1,541,388 7,034,215 10,765,690 4,580,265 10,008,260 105,577,097 428,981,247

Note: This table includes General Fund and School General Fund which have the only revenue included in the City's General Fund Operating Budget.

General Governmental Tax Revenue by Source (Unaudited) - TABLE IIA
Last Ten Fiscal Years

Sales Consumers' Business Motor Restaurant

Fiscal and Use Utility License Vehicle Cigarette Food

Year Taxes Taxes Taxes Licenses Taxes Taxes Other Total
1993 $ 18,817,063 $ 29,715545 $ 13,534,915 $ 3,077,052 $ 3,606,576 $ 12,788,353 $ 8,188,384 $ 89,727,888
1994 21,174,171 31,109,211 13,466,752 3,053,144 4,222,714 13,253,060 10,298,186 96,577,238
1995 20,800,455 34,051,267 14,884,297 3,084,258 4,279,126 14,479,249 11,543,504 103,122,156
1996 21,447,926 33,129,275 14,119,038 3,073,676 4,523,422 14,720,250 12,278,981 103,292,568
1997 21,349,623 30,998,963 15,071,175 3,095,033 3,777,077 15,019,435 11,819,415 101,130,721
1998 21,023,273 33,853,298 14,818,350 3,112,344 4,506,931 15,003,269 14,181,856 106,499,321
1999 22,601,880 33,189,179 15,931,734 3,307,551 4,918,212 15,676,558 15,586,905 111,212,019
2000 24,320,896 34,224,010 18,095,451 3,391,309 3,940,155 17,065,896 18,068,879 119,106,596
2001 25,495,634 38,988,006 18,352,142 3,479,472 4,121,958 18,759,238 17,340,072 126,536,522
2002 25,267,193 37,921,850 18,644,013 3,553,824 4,279,719 19,287,924 18,307,548 127,262,071

Note: This table presents additional details on other local taxes presented in Table Il above.
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CITY OF NORFOLK, VIRGINIA TABLE I

Real and Personal Property Tax Levies and Collections (Unaudited)
Last Ten Fiscal Years

Percent of
Total Tax Percent of
Percent Delinquent Collections Outstanding Delinquent
Fiscal Total Tax Current Tax of Levy Tax Total Tax to Delinquent Taxes to
Year Levy Collections Collected Collections Collections Tax Levy Taxes Tax Levy

1993 $ 126,069,230 $ 118,673,004 9413 % $ 9,094,029 $ 127,767,033 101.35% $ 15,327,385 12.16 %

1994 130,450,078 122,691,911 94.05 8,536,890 131,228,801 100.60 15,746,289 12.07
1995 133,352,273 124,827,522 93.61 9,157,930 133,985,452  100.47 16,262,308 12.19
1996 137,593,231 127,974,549 93.01 9,857,483 137,832,032 100.17 16,803,874 12.21
1997 140,636,759 130,464,402 92.77 10,637,425 141,101,827 100.33 18,093,733 12.87
1998 144,793,808 134,888,759 93.16 10,726,945 145,615,704 100.57 18,549,874 12.81
1999 150,746,760 136,667,622 90.66 11,067,727 147,735,349 98.00 24,088,295 15.98
2000 158,268,196 145,772,017 92.10 14,864,889 160,636,906 101.50 22,966,676 14.51
2001 164,289,477 151,920,934 92.47 13,500,607 165,421,541 100.69 23,849,503 14.52
2002 171,755,456 158,914,465 92.53 12,882,988 171,797,453 100.03 25,353,069 14.76
Note:

1. Delinquent tax collections are reported in the year collected.

2. The States's share of personal property tax collections is included in the Total Tax Collections Column for fiscal years 1999, 2000,
2001, and 2002.

117



Assessed value of real
property - general

Assessed value of real
property - public service
corporations

Total real property

Assessed value of personal
property - general
Assessed value of personal
property - public
service corporations

Total personal property

Assessed value of machinery
and tools

Assessed value of mobile
homes

Assessed value of airplanes

Assessed value of boats

Total other

Total taxable property

CITY OF NORFOLK, VIRGINIA

Assessed Value of Taxable Property (Unaudited)
Last Ten Fiscal Years

(in thousands)

TABLE IV

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
$6,734,305 $6,754,362 $6,761,945 $6,798,233 $6,872,499 $ 7,046,440 $ 7,327,401 $ 7476357 $ 7,802,681 $ 8,189,358
473,873 508,067 530,063 529,553 515,485 572,939 606,996 621,756 655,600 692,706
7,208,178 7,262,429 7,292,008 7,327,786 $ 7,387,984 $ 7,619,379 $ 7934397 $ 8,098,113 $ 8458281 $ 8,882,064
625,016 679,926 741,092 812,624 830,554 845,023 897,065 1,021,308 1,038,672 1,100,703
3,671 3,716 3,206 3,043 3,558 3,080 3,011 2,318 2,257 2,280
628,687 683,642 744,298 815,667 834,112 848,103 900,076 1,023,626 1,040,929 1,102,983
92,809 118,476 131,207 144,698 157,197 166,625 171,425 162,147 160,075 166,016
2,959 2,917 3,168 2,932 2,854 1,807 2,022 1,912 1,713 1,479
5,992 8,236 8,489 8,741 5,593 5,690 7,764 6,894 13,065 13,759
26,323 28,159 28,909 26,578 26,298 26,757 38,752 32,347 54,021 38,591
128,083 157,788 171,773 182,949 191,942 200,879 219,963 203,300 228,874 219,845
$ 7964948 $ 8,103,859 $ 8,208,079 $ 8326402 $ 8414038 $ 8,668,361 $ 9,054,436 $ 9,325039 $ 9,728,084 $ 10,204,892
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Property tax rate per
$100 of assessed value:
Real property
Business Improvement District
Personal property
Machinery and tools
Mobile homes
Airplanes
Boats (pleasure)

Boats (business)
Recreational vehicles
Disabled Veterans

Assessed value of real
property as a percent
of fair market value:
As determined by the City
Assessor
As determined by the
Commonwealth's
Department of Taxation

Notes:

1. Cities in Virginia have jurisdiction over the entire area within their boundaries and operate independently of a county
government since they are located outside of any county boundaries.

2. The real property and personal property assessments for public service corporations are based on information

CITY OF NORFOLK, VIRGINIA

Direct Property Tax Rates (Unaudited)

Last Ten Fiscal Years
1994

1993

4.00
3.50
1.38
1.60
1.50
1.50

100%

4.00
4.00
1.38
3.20
1.50
1.50

100%

TABLEV

1995 1996 1997 1998 1999 2000 2001 2002
$ 138 $ 138 $ 138 $ 140 $ 140 $ 140 $ 140 $ 140 $ 140 $ 1.40
- - - - 0.24 0.20 0.18 -
4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
1.38 1.40 1.40 1.40 1.40 1.40 1.40 1.40
3.20 3.20 3.20 3.20 2.40 2.40 2.40 2.40
1.50 1.50 1.50 1.60 1.50 0.01 0.01 0.01
1.50 1.50 1.50 1.60 1.50 1.50 1.50 1.50
- - - - 2.00 2.00 2.00 2.00
3.00 3.00
100% 100% 100% 100% 100% 100% 100%  100%
94% 94% 96% 94% 93% 90% - -

92%

94%

furnished to the Commissioner of the Revenue by the State Corporation Commission and the Commonwealth's
Department of Taxation for calendar years 1990 through 2002.

3. The most recent Virginia Assessment/Sales ratio study is for 2000.
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Standard
Industrial
Classification (SIC) Code

Top 10 Principal Real Property Taxpayers (Unaudited)

North American
Industry
Classification System
(NAICS) Code

CITY OF NORFOLK, VIRGINIA

Taxpayer

Type of Business

2002
Real Property
Assessed Value

TABLE VI

Percentage
of Total
Real Property
Assessed Value

4812

4911

6519

4011

6021

6519

3711

6519

4812

4911

5133

2211

5311

4821

5221

5311

3361

5311

5133

2211

Verizon Virginia, Inc.

Dominion Virginia Power

Mac Arthur Shopping Center, L.L.C.

Norfolk Southern Corporation
Bank of America

Military Circle Ltd. Partnership
Ford Motor Company

New Life Tower

Cox Virginia Telecom, Inc.
Virginia Natural Gas

Total principal taxpayers

Note: Total assessed value of taxable real property including public service
corporations , at June 30, 2002 is $8,882,063,788.
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Public service utility
Public service utility
Retail

Public service railroad
Bank

Shopping center
Truck manufacturer
Office building

Public service utility

Public service utility

$ 193,357,336 2.18%
167,115,403 1.88%
149,780,100 1.69%

71,911,174 0.81%
64,360,500 0.72%
62,386,800 0.70%
61,274,200 0.69%
50,872,600 0.57%
47,786,599 0.54%
39,965,364 0.45%
$ 908,810,076 10.23%




CITY OF NORFOLK, VIRGINIA TABLE VII
Computation of Legal Debt Margin (Unaudited)
June 30, 2002

Total assessed value of taxed real property $ 8,882,063,788

Debt limit - 10 percent of total assessed value $ 888,206,378

Amount of debt applicable to debt limit:

Gross debt (Notes 1 and 4) $ 430,195,000

General obligation (bond anticipation notes) -

General obligation (guaranty) 3,300,000

General obligation (QRBS) 20,550,000

General obligation (QZABS) 9,600,861 463,645,861
Legal debt margin $ 424,560,517

Amount of debt as a percent of debt limit 52.20%

Notes:

1. Defeased bonds totaling $33,590,000 are not included in gross debt. Funds to redeem
these bonds have been irrevocably deposited with an escrow agent.
The 1993 refunded bonds will be called for optional redemption before maturity
in the amount of $16,090,000 on February 1, 2003, at a price of 102%. The 1995 refunded
bonds will be called for optional redemption before maturity in the amount of $17,500,000
on June 1, 2005, at a price of 101%.

2. The outstanding obligations under capital leases totaling $11,044,539 for the purchase of equipment
are not included in the legal debt margin calculation. Other outstanding obligations
are properly excluded. These obligations include: obligations for vested compensated absences of
$11,928,318, obligations for retirees’ life insurance benefits of $990,000, obligations for
workers' compensation claims of $10,692,405, obligations for automobile and general liability
claims of $961,915 and obligations for landfill closure and post-closure costs of $1,847,825.

3. Water and Parking revenue bonds are excluded from gross debt. The revenue bonds

are collateralized solely from the revenue of the Water Utility and Parking Facilities
Funds.
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CITY OF NORFOLK, VIRGINIA
Ratio of Net General Bonded Debt to Assessed Value and Net Bonded Debt per Capita (Unaudited)
Last Ten Fiscal Years

TABLE VIII

Assessed Debt Ratio of Net
Value of Payable Net Bonded Bonded
Taxable Gross from Net Debt to Debt
Fiscal Property Bonded Enterprise Bonded Assessed per
Year Population (In Thousands) Debt Revenue Debt Value Capita
1993 242600 $ 7,964,948 $ 441,680,001 $ 181,752,934 (3) $ 259,927,067 (3) 3.26 $ 1071
1994 239,900 8,103,859 492,280,003 182,577,454 (3) 309,702,549 (3) 3.82 1,291
1995 234,400 8,208,079 508,820,006 172,742,695 336,077,311 4.09 1,434
1996 231,700 8,326,402 531,590,006 163,872,079 367,717,927 4.42 1,587
1997 229,600 8,414,038 539,425,001 158,819,126 380,605,875 4.52 1,658
1998 226,900 8,668,361 546,935,001 155,077,914 391,857,087 4.52 1,727
1999 225,700 9,054,436 508,805,001 141,668,034 367,136,967 4.05 1,658
2000 225,700 9,325,039 488,351,540 128,007,237 360,344,303 3.86 1,537
2001 234,500 9,728,084 468,445,247 114,528,097 353,917,150 3.64 1,509
2002 234,500 10,204,892 460,345,861 112,049,824 348,296,037 3.41 1,485
Notes:

1. The source of calendar year population estimates for 1992 through 1999 is the Center
for Public Service, University of Virginia. The population for 2000 and 2001 is the 2000 Census.

2. Assessed value of taxable property is detailed in Table IV.

3. Debt payable from enterprise revenue excludes the Hospital Authority of Norfolk for 1993 through 1994

and includes the Storm Water Utility Fund for 1993
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CITY OF NORFOLK, VIRGINIA TABLEIX,

Revenue Bond Coverage (Unaudited) - Table IX
Water Utility Fund
June 30, 2002

Operating Income Annual Revenue Bond
Revenue Expenses Available Revenue Debt Service
Available for Less Depreciation for Debt Bond Coverage
Year Debt Service (1) & Amortization (2) Service Debt Service Ratio
1994 $ 49,509,971 $ 24,027,183 $ 25,482,788 $ 2,494,592 10.22
1995 53,540,390 25,443,393 28,096,997 4,564,418 6.16
1996 57,628,743 26,104,506 31,524,237 11,078,622 2.85
1997 68,487,095 26,925,589 41,561,506 11,598,518 3.58
1998 59,477,607 28,105,154 31,372,453 12,672,113 2.48
1999 73,326,682 26,067,025 47,259,657 14,438,930 3.27
2000 64,456,322 28,198,244 36,258,078 18,091,718 2.00
2001 64,459,300 28,732,203 35,727,097 18,091,636 1.97
2002 63,681,665 29,021,459 34,660,206 18,980,180 1.83
Notes:

1. Includes operating revenue plus interest income not capitalized.

2. Includes operating expenses less depreciation and amortization.

Revenue Bond Coverage (Unaudited) - Table X
Parking Facilities Fund
June 30, 2002

Operating Income Annual Revenue Bond
Revenue Expenses Available Revenue Debt Service
Available for Less Depreciation for Debt Bond Coverage
Year Debt Service (1) & Amortization (2) Service Debt Service Ratio
1997 $ 9,693,900 $ 2,933,182 $ 6,760,718 $ 1,203,659 5.62
1998 11,193,681 3,666,490 7,527,191 2,888,783 2.61
1999 12,632,071 4,190,415 8,441,656 2,888,783 2.92
2000 15,820,975 5,495,665 10,325,310 4,964,744 2.08
2001 17,246,291 5,706,458 11,539,833 5,683,455 2.03
2002 18,427,725 7,309,883 11,117,842 5,404,816 2.06
Notes:

1. Includes operating revenue plus interest income not capitalized.

2. Includes operating expenses less depreciation and amortization.
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CITY OF NORFOLK, VIRGINIA

Ratio of Annual Debt Service Expenditures for General Bonded Debt and Other Debt
to Total General Expenditures (Unaudited)
For the Last Ten Fiscal Years

TABLE XI

Redemption Ratio of Debt
Principal of Other Service to
Fiscal on Serial Long-Term Interest on Interest on Total Debt Total General Total General
Year Bonds Debt Serial Bonds Other Debt Service Expenditures Expenditures
1993 14,427,872 $ 1,385,447 $ 15,411,113 $ 454,440 31,678,872 $ 444,339,948 7.13
1994 16,762,640 2,644,755 12,861,391 604,992 32,873,778 453,420,185 7.25
1995 20,241,259 3,426,549 17,956,679 602,647 42,227,134 480,687,039 8.78
1996 23,359,384 3,939,224 17,526,386 620,589 45,445,583 491,755,703 9.24
1997 26,087,051 3,473,985 19,651,778 556,073 49,768,887 513,658,972 9.69
1998 29,493,752 4,015,175 20,093,062 561,239 54,163,228 499,746,145 10.84
1999 27,280,120 3,603,355 18,403,652 457,573 49,744,700 519,198,080 9.58
2000 29,492,664 3,772,213 18,905,175 457,573 52,627,625 558,439,186 9.42
2001 32,064,594 4,138,633 19,055,944 667,364 55,926,535 578,776,772 9.67
2002 31,177,249 4,221,984 17,459,383 625,397 53,484,013 591,391,731
Notes:

1. Total general expenditures include the expenditures of the General Fund, Debt Service Fund and School General Fund.

2. Total general expenditures are presented using the modified accrual basis of accounting. Under the modified
accrual basis, expenditures are recognized when they become measurable and the related liability is incurred.
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CITY OF NORFOLK, VIRGINIA
Computation of Direct Bonded Debt (Unaudited)

June 30, 2002

Net Bonded % Applicable $ Applicable
Debt to to
Jurisdiction QOutstanding Government Government
Direct:
City of Norfolk $ 348,296,037 100% $ 348,296,037
Notes:

1. Enterprise funds are excluded.
2. There is no overlapping debt because cities in Virginia have jurisdiction

over the entire area within their boundaries and operate independently
of a county since they are located outside of any county boundaries.
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CITY OF NORFOLK, VIRGINIA

Demographic Statistics (Unaudited)
For the Last Ten Fiscal Years

Average

Per Annual
Fiscal Capita School Rate of Un-
Year Population Income Membership employment
1993 242,600 18,071 36,037 6.6
1994 239,900 18,790 35,395 7.1
1995 234,400 19,016 35,481 6.4
1996 231,700 19,625 35,059 6.8
1997 229,600 20,353 35,677 6.9
1998 226,900 21,313 35,978 5.3
1999 225,700 21,645 37,800 5.2
2000 234,403 22,383 35,141 4.2
2001 234,500 - 37,347 5.7
2002 234,500 - 37,006 -

Notes:

1. Data is not available for years for which no item is listed.

2. The source of calendar year population estimates for 1993
through 2002 is the Center for Public Service, University of Virginia.

The population figure for 2000 is the 2000 Census.

TABLE XlI11

3. The source of calendar year per capita income data is the Bureau of Economic Analysis.

4. School membership is for September 30 of each year; Norfolk Public Schools,

Bureau of Testing and Statistics.

5. Unemployment rate is from the Virginia Employment Commission and is the average
annual rate on a calendar year basis.
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CITY OF NORFOLK, VIRGINIA TABLE XIV

Property Value, New Construction and Bank Deposits (Unaudited)
For the Last Ten Fiscal Years

Commercial Commercial Individual Residential
Personal Real Personal Real Nontaxable
Nonresidential Construction Residential Construction Property Property Property Property Property

Fiscal Building Value (in Building Number of  Value (in (in (in (in (in (in
Year Permits Thousands) Permits Units Thousands)  Thousands) Thousands) Thousands) Thousands) Thousands)
1993 54 $ 23,989 122 127 10,333 $ 421,767 $ 1,761,701 $ 331,331 $ 4,862,264 $ 5,745,086
1994 57 35,353 206 283 20,532 476,909 1,727,230 360,805 4,877,054 5,881,014
1995 50 22,509 208 453 24,856 501,292 1,716,079 411,573 4,954,040 6,063,250
1996 46 26,147 192 214 17,024 519,199 1,739,273 449,795 4,994,277 6,118,817
1997 53 87,688 177 177 12,880 557,026 1,758,509 465,471 5,108,673 6,342,513
1998 54 79,500 192 282 24,263 574,623 1,884,971 471,279 5,365,410 6,377,080
1999 46 52,932 175 242 22,032 583,808 2,024,750 533,220 5,459,381 6,543,895
2000 45 138,472 187 307 32,609 625,137 2,159,299 599,471 5,477,479 6,807,306
2001 35 62,046 186 400 35,069 643,383 2,259,787 624,162 5,730,471 6,861,737
2002 53 51,451 290 462 44,498 678,095 2,337,440 642,454 6,121,946 7,014,866

Notes:

1. The source of nonresidential and residential construction is the Planning Department. Nonresidential construction
includes commercial buildings, public buildings, schools, public utility buildings and miscellaneous structures.

2. Property values are based on data supplied by the Commissioner of the Revenue and the City
Assessor. Real property is assessed at fair market value.

3. Property value information does not include property of public service corporations. Real
property assessments shown do not include assessments for vacant land.
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CITY OF NORFOLK, VIRGINIA TABLE XV

Water System Statistics (Unaudited)
June 30, 2002

Number of Accounts 67,530
Average population served 700,000
Average daily pumpage (gallons per day) 74,440,000
Plant capacity (gallons per day) 134,000,000
Miles of water mains:
Treated water mains 811
Raw water force mains 61
Number of fire hydrants 3,997
Average metered consumption (gallons per day): GBD % of Total
Norfolk * 20,207,000 32.4%
Virginia Beach 33,224,000 53.2%
Navy 5,666,000 9.1%
Chesapeake 3,300,000 5.3%
62,397,000 100.0%

* Note: No single retail customer exceeds 5% of metered consumption

Retail customer rates (per 1000 gals):

Fiscal Year 1996 $ 2.74

Fiscal Year 1997 2.84

Fiscal Year 1998 2.94

Fiscal Year 1999 3.15

Fiscal Year 2000 3.36

Fiscal Year 2001 3.36
Virginia Navy - Navy -

Wholesale customer rates (per 1000 gals): Beach (1) Norfolk (2)  Virginia Beach (3) Chesapeake (4)
Fiscal Year 1996 2.09 2.21 2.29 2.74
Fiscal Year 1997 2.43 2.65 2.74 2.84
Fiscal Year 1998 2.48 2.49 3.07 2.94
Fiscal Year 1999 2.75 2.77 3.43 3.25
Fiscal Year 2000 1.87 3.03 3.62 3.46
Fiscal Year 2001 1.88 3.12 3.62 3.46

Note:

1. Estimated average cost per thousand based on 30 million gallons per day (MGD) utilization. Fiscal Year
1998 based on 31.86 MGD utilization. Rates are determined pursuant to the Water Sales Contract.

2. Estimated average cost per thousand based on 6.75 million gallons per day (MGD) utilization.
3. Estimated average cost per thousand based on 2.00 million gallons per day (MGD) utilization.

4. Chesapeake was served with no written contract through fiscal year 1998 and thus paid retalil rates. Since fiscal year
1999, Chesapeake is served with a written contract and thus pays retail rates plus a $.10/1000 gallons surcharge.

5. For fiscal year 2000, the Virginia Beach water rate is determined based on the formula driven rate from the
Virginia Beach Water Services Contract.

Additional Information:
Water Utility Annual Budget is contained in the City of Norfolk Approved Operating Budget, July 1, 1999 - June 30, 2000.
Water Utility Fund financial statements are contained in the financial section "Proprietary Funds" section of this document.

Financial information on the Water Utility Fund is provided in the “Introductory Section" and "Financial Section" of this
document.
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CITY OF NORFOLK, VIRGINIA TABLE XVI

Parking System Statistics (Unaudited)
June 30, 2002

Parking Rates
Off-street Daytime Parking Tier 1 Tier 2 Tier 3

First hour or any part thereof $ 075 $ 050 $ 0.50
Two hours or any part thereof $ 150 $ 125 $ 1.00
Three hours or any part thereof $ 250 $ 225 $ 1.50
Four hours or any part thereof $ 450 $ 325 $ 2.00
Five hours or any part thereof $ 650 $ 425 $ 2.50
Six hours or any part thereof $ 850 $ 525 $ 3.00
Seven hours or any part thereof $ 1050 $ 625 $ 3.50
Eight hours or any part thereof $ 1250 $ 725 $ 4.00
Maximum up to 24 hours $ 14.00 $ 800 $ 4.50
Special event/Collect on entry $ 500 $ 4.00 $ 4.00

Short term rate structure for parking is based on "value parking" in a tiered structure, where rates are established

based on demand. Tiered facilities are: Tier 1 Tier 2 Tier 3
City Hall Avenue Boush Street Bute Street Garage
Main St. Garage Freemason Street ~ Scope Garage
Plume Lane Garage  Union Street Harbor Park

Town Point Garage Monticello Lot
Waterside Garage

West Plume Street

Federal Lot

Monday - Friday Saturday & Sunday
$1.00 for first hour - third hour $1.00 for entry prior to 6 PM
$2.00 for each additional hour until 6 PM $2.00 for entry after 6 PM
$2.00 for entry after 6 PM
Maximum of $10.00 per 24-hour period Maximum of $10.00 per 24-hour period

Parking rates range from $3.00 to $5.00 per entry depending on a facility's
location to the event

On-street meter parking has three tiered rates like the short term rates. Tiers are priced in
fifteen minute intervals of: Tier 1=$0.35, Tier 2=$0.25, Tier 3=$0.15.. Downtown Norfolk streets
west of St. Paul's Boulevard, City Hall Avenue and south, Waterside Drive and north, and all
streets east of Boush Street including Boush Street are tier 1. Tier 2 includes all streets west
of St. Paul's Boulevard and east of Duke Street; north of City Hall Avenue and south of
Charlotte Street. All remaining downtown areas with meters are tier 3 structure.

Parking rates vary from $43.00 per month in outlying lots to $96.20 per month
at the new West Plume Street multi-level garage.

Parking Fines

Overtime Parking - Meter $15.00
Overtime Parking - Time Zone $30.00
Overtime Parking - Meter Feeding $25.00
No Parking $30.00
No Parking - Fire Hydrant $50.00
No Parking - Cross Walk $35.00
No Parking - Loading Zone $30.00
No Parking - Here to Corner $30.00
No Parking - Facing Wrong Way $25.00
No Parking - Bus Stop $35.00
No Parking - Street Cleaning $35.00
No Parking - This Side $25.00
No Stopping Zone $35.00
Restricted City Lot $30.00
No/Expired City License $50.00
Handicapped Parking $250.00
Taxi Stand $35.00
Blocking Driveway $30.00
Overnight Parking $25.00
Parking off of Roadway $35.00
Blocking Fire Lane $100.00
Towing Administration Fee $20.00

Parking tickets were issued 75,462

Collection rate 68%

Revenue $1,669,358

Additional Information:
Parking Annual Budget is contained in the City of Norfolk Approved Operating Budget.

Parking Fund financial statements are contained in the financial section "Proprietary Funds" of this document.

Financial information on the Parking Fund is provided in the "Introductory Section" and "Financial Section" of this document.
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CITY OF NORFOLK, VIRGINIA TABLE XVII

Miscellaneous Statistics (Unaudited)
June 30, 2002

Historical:

Established as a town August 16, 1682

Established as a borough September 25, 1736

Incorporated as a city February 13, 1845

Date of first charter Granted by King George Il September 15, 1736

Date present charter adopted February 7, 1918

Extended Boundary 1887, 1890, 1902, 1906,
1910, 1911, 1923, 1955,
1959, 1976, 1988

Form of government: Council-Manager

Area - Square Miles:

1930 37.19
1940 37.19
1950 37.19
1960 61.85
1970 61.85
1980 65.75
1990 65.98
1999 65.98

The area of the City was enlarged effective July 1, 1976, by virtue of an Act
of the General Assembly of Virginia, which established the boundary between
the cities of Norfolk and Portsmouth along the centerline of the Elizabeth
River and along the centerline of the Southern Branch therof. The legislature
also established that certain portions of the Eastern Branch of the of the
Elizabeth River lie within the boundaries of the City of Norfolk, that previously
did not lie within the boundaries of any city or county. In 1988, Norfolk
acquired jurisdiction over approximately 57 acres of land in East Ocean View

Miles of Streets (estimated):

Primary Roads 697

Secondary Roads 1,314

2,011

Number of street lights - estimated 29,176
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CITY OF NORFOLK, VIRGINIA TABLE XVII

Miscellaneous Statistics (Unaudited) Continued
June 30, 2002

Fire and Paramedical Rescue Services:

Number of stations 15
Number of employees:
Uniformed 482
Civilian 8
Total employees 490
Police Protection:
Number of patrol divisions 2
Number of employees:
Police (sworn officers) 747
Civilian 129
Total full-time employees 876
Education:
Number of school buildings:
High Schools 5
Middle Schools 8
Elementary Schools 35
Other educational facilities:
Early Childhood Center 3
Madison Career Center 1
Norfolk Prepatory High School 1
Skills Center 1
Special Education 3
Coronado School (for expectant mothers) 1
Norfolk Technical Vocational Center 1
Meadowbrook Center 1
Stuart Gifted Center 1
Total buildings 61
School employees (full-time staff) 5,284
Number of teachers/administrators 3,350
Average daily membership:
Secondary schools (middle and high) 10,546
Elementary schools (including f-t kindergarten) 23,986
Total average daily membership 34,532
Recreation and Culture:
Amphitheaters -
Harrison Opera House 1
Baseball parks 1
Basketball courts 300
Boat ramps 4
Dance/music center (Lakewood) 1
Football fields:
Regulation football 3
Midget football 3
Practice fields 9
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CITY OF NORFOLK, VIRGINIA

TABLE XVII

Miscellaneous Statistics (Unaudited) Continued
June 30, 2002
Libraries:
Main Library 1
Branches 11
Bookmobile 1
Treasure Truck 1
Approx. Number of volumes 1,098,656
Multiple use areas (greenways) 97
Municipal beaches (guarded) 4
Municipal golf courses 3
Parks (estimated acreage):
Botanical Gardens 177
Other parks 865
School ground recreation areas 757
Picnic facilities (sites) 38
Playgrounds 136
Recreation centers:
Community centers 8
Boxing center (Barraud) 1
Neighborhood centers 11
Therapeutic Center (Mary Calcott) 1
Titustown Art Center 1
Senior citizen centers 2
After school program centers 10
Ball fields:
Tournament class 19
League class 34
Neighborhood class (practice) 9
Casual class (practice) 27
Swimming pools 4
Tennis courts 141
Rugby/soccer fields:
Youth 5
Youth/Adult 13
Rugby/football 2
Tournament class 2
Z00o 1
Elections:
General: 5/2/2000 5/7/2002
Registered voters 104,839 105,092
Ballots cast 25,461 19,145
Percentage voting 24.29% 18.22%
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CITY OF NORFOLK, VIRGINIA TABLE XVII

Miscellaneous Statistics (Unaudited) Concluded
June 30, 2002

Number of City positions (excluding School Board) 4,617

Population:
Census population count:

1940 144,332

1950 213,513

1960 305,872

1980 266,979

1990 261,250

1999 225,700

2000 234,403

Age Distribution of population: % under20 %20-64 % 65 and over

1960 39.8 54.5 5.7

1970 354 57.8 6.8

1980 30.7 60.1 9.2

1990 28.1 61.4 10.5

**2000 28.6 61.5 10.9

** Population estimated for the year 2000 are per Census 2000.
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CEHRTIFIED PUBLIC
ACCOUNTANTS &
COMSULTANTS

Independent Auditors’ Report on Compliance and on Internal Control
over Financial Reporting in Accordance with

Government Auditing Standards

The Honorable Members of the City Councll
City of Norfolk, Virginia

We have audited the basic financial statements of the City of Norfolk, Virginia as of and for the year ended
June 30, 2002, and have issued our report thereon dated October 11, 2002. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General for the United States; and the Specifications for Audits of Counties, Cities and Towns, issued by
the Auditor of Public Accounts of the Commonwealth of Virginia.

Compliance

As part of obtaining reasonable assurance about whether the City's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City's internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration
of the internal control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.
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This report is intended for the information of the audit committee, management, federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

€ hosrny, kst s Nodlard, § 4.

Virginia Beach, Virginia
October 11, 2002
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CEHRTIFIED PUBLIC

ACCOUNTANTS &
COMSULTANTS

Independent Auditors’ Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control
over Compliance in Accordance with OMB Circular A-133

The Honorable Members of the City Council
City of Norfolk, Virginia

Compliance

We have audited the compliance of the City of Norfolk, Virginia with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended June 30, 2002.

The City's major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the
City's management. Our responsibility is to express an opinion on the City's compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about the City's
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination on the City's compliance with those requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2002.
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Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the City's internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts, and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to be material
weaknesses.

This report is intended for the information of the audit committee, management, federal awarding agencies

and pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

€ hosrey, ekosch s Nodlard, § 4.

Virginia Beach, Virginia
October 11, 2002
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CITY OF NORFOLK, VIRGINIA

Schedule of Findings and Questioned Costs
Year Ended June 30, 2002

A.

1.

Summary of Audit Results

The auditor’s report expresses an unqualified opinion on the basic financial statements of the City.

No reportable conditions in relation to the audit of the financial statements are reported in the
Independent Auditors’ Report on Compliance and on Internal Control over Financial Reporting in

Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of the City were disclosed during

the audit.

No reportable conditions relating to the audit of the major federal award programs are reported in the
Independent Auditors’ Report on Compliance with Requirements Applicable to Each Major Program
and Internal Control over Compliance in Accordance with OMB Circular A-133.

The auditor’s report on compliance for the major federal award programs for the City expresses an

unqualified opinion.
The programs tested as major programs were:

Name of Program

HIV Prevention

Medical Assistance Program

Foster Care Title IV-E

Payments to States for Child Care Assistance
Payments to States for Child Care Assistance
Home Loan Program

Commaodities

School Breakfast

School Lunch

Special Education - Grants to States

Title | Grants to Local Educational Agencies
Safe Schools Act of '94

The threshold for distinguishing Types A and B programs was $2,479,794.

The City was not determined to be a low risk auditee.

. Findings — Financial Statement Audit

None.

Findings and questioned Costs — Major Federal Award Programs Audit

None.
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93.914
93.778
93.658
93.575
93.596
14.239
10.556
10.553
10.555
84.027
84.010
84.277
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